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WEDNESDAY, APRIL 4, 1951 


UniTep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 


The subcommittee met at 10 a. m., pursuant to call, in Room F-82, 
the Capitol, Hon. Harley M. Kilgore (chairman) presiding. 
Present: Senators Kilgore, Hayden, Ecton, and Saltonstall. 


TREASURY DEPARTMENT 


STATEMENTS OF EDWARD H. FOLEY, UNDER SECRETARY; JOHN 
S. GRAHAM, ASSISTANT SECRETARY; THOMAS J. LYNCH, 
GENERAL COUNSEL; EDWARD F. BARTELT, FISCAL ASSISTANT 
SECRETARY; WILLIAM T. HEFFELFINGER, ASSISTANT TO THE 
FISCAL ASSISTANT SECRETARY; SIDNEY TICKTON AND ROBERT 
P. MAYO, ASSISTANT DIRECTORS, OFFICE OF THE TECHNICAL 
STAFF; WILLIAM W. PARSONS, ADMINISTRATIVE ASSISTANT 
SECRETARY; AND WILLARD L. JOHNSON, BUDGET OFFICER 


Senator Kitcorr. The subcommittee will please come to order. 

It was agreed yesterday, Mr. Foley, not to have Secretary Snyder 
appear today, and instead have you read the Secretary’s prepared 
statement, and then later if the committee desires to talk to the 
Secretary about the statement we can have him come back in open 
session. Otherwise, the hearings will be executive sessions on this 
entire subcommittee. 

Senator Haypen. Yes. 

Senator Kincorr. Mr. Foley, you are the first witness, so you may 
go right ahead. 

GENERAL STATEMENT 


Mr. Fouery. I appreciate that understanding, Mr. Chairman. The 
Secretary would have liked to have been able to come down here this 
morning in person, but he is recovering from an eye operation. The 
doctors did not think it was wise for him to do so. Under the cireum- 
stances he has asked me to make this statement for him which he has 
prepared. 

Mr. Chairman and members of the Treasury Subcommittee on 
Appropriations, I appreciate the opportunity of coming before you 
today to present the Treasury Department’s appropriation estimates 
for the fiscal year 1952. I would like to go over these estimates with 
you in some detail, and to discuss the basis upon which they have been 
prepared, ‘ 


1 
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Today the Nation is definitely in a state of national emergency. 
For the second time within less than a decade, we are being ‘called 
upon to marshal our greatest military and economic strength to resist 
powerful forces of aggression who seek to destroy our freedoms and 
our way of life. Therefore, all our energies must be devoted to the 
successful accomplishment of our defense coals and to the maintenance 
of the strength of our domestic economy. This means financial mobili- 
zation as well as military mobilization. Both are essential to the 
effective prosecution of the national-defense program. 


FEDERAL DEBT INCREASE 


We are entering the present mobilization program with a Federal 
debt of over $250 billion, as compared with a Federal debt of $61 
billion when we entered World War II, and a debt of less than $25 
billion at the height of the depression in 1933. We recall the ap- 
parently large undertakings of the Government when it was dealing 
with the de ‘pression problems of the thirties In retrospect, the 
programs which were undertaken at that time were dwarfed by those 
which had to be initiated in the forties to cope with the problems 
of World War II and its immediate aftermath. The situation we 
now face looms even larger than any of the past. For, I repeat, 
that not only as the leader of democratic nations, but for our own 
basic protection, this country must discharge the dual responsibility 
of channeling a major part of our productive power into defense 
production and of maintaining our economy on an even keel. These 
two things we must do if we are to be successful in our united efforts 
with other free nations to bring peace to the world. 


FORMULATION OF FISCAL POLICY 


As Secretary of the Treasury, it is my responsibility to formulate 
fiscal policy to meet the financing needs of our Government. And, 
in this time of mobilization, one of the most difficult and most im- 
portant fiscal policy problems is to successfully blend revenue measures 
and borrowing programs in such a way as to make the most effective 
contribution to the productive power of the Nation. 

Fortunately, we are starting this rearmament program with the 
finances of the Government in a relatively strong position. Revenues 
came much closer to balancing expenditures in the calendar year 1950 
than in 1949. This reflects in part the recent high rate of business 
activity and, in part, the increased taxes voted by the Eighty-first 
Congress. 

But we must not forget this important fact. As the defense program 
gets more fully under w ay, we cannot hope to maintain a balance 
between revenues and expenditures without a commensurate tax 
increase. 


PERCENTAGE OF NATIONAL DEBT FOREIGN-OWED 


Senator Kircore. Mr. Foley, at that point could I interject one 
comment? 

Mr. Foury. Yes, sir. 

Senator Kitcore. What part of our national debt is foreign-owed? 
How much of it is self-contained inour domestic economy? I do not 
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want you to give me the figures right now, but if you could furnish 
them later, that would be helpful to the committee. 

Mr. Fotry. We would be glad to supply that information for the 
record, Mr. Chairman. My impression is that it is almost all wholly 
owed within the United States. 

Senator Kineore. I think we should know that. 

Mr. Foury. We will supply a statement for that purpose. 

(The information is as follows:) 

Approximately $214 billion of foreign balances in this country are invested in 
Federal securities, or about 1 percent of the debt. These foreign balances are 
principally the accounts of foreign banks, foreign government funds, and foreign 
corporations. No information is available as to the amounts actually held by 
individuals residing outside the United States but the total is believed to be 
minor in amount, 

Mr. Fotey. While adequate tax revenues in relation to expenditures 
are the first essential of a sound Federal fiscal program, they are not 
the only essential. With a public debt of the present size the Govern- 
ment must follow a debt-management program which will contribute 
in maximum degree to the stability and well-being of the Nation’s 
economy. 

SHIFTING OF FEDERAL DEBT FROM BANKS 


As you know, in order to accomplish this, the Treasury in postwar 
years has followed the policy of paying off debt held by the commercial 
banking system and of shifting as much as possible of the remaining 
Federal debt from the banks into the hands of nonbank investors. 
As a result of this aggressive program, the level of bank holdings at 
the present time is down some $35 billion from the peak of the debt in 
February 1946. In the same period holdings by nonbank investors 
increased substantially. There is no doubt that these have been 
important anti-inflationary actions. 


PROMOTION OF SAVINGS BOND SALES 


Another important phase of public debt-management policy in the 
postwar era has been to continue to promote the sale of savings bonds 
and to facilitate their wide distribution throughout the country. At 
the present time there are about $58 billion of savings bonds out- 
standing, with $34} billion in series E bonds alone. This represents 
an increase of over $9 billion since the close of World War II financ- 
ing—$4 billion in E bonds. Today these savings bonds constitute 
23 percent of the total public debt, the largest proportion reached since 
these bonds were first offered. At the end of the Victory Loan, 
savings bonds represented only 17 percent of the debt outstanding, 
and the percentage prior to the war was only about 5 percent. 

In our present period of defense mobilization it is more important 
than ever that we continue our efforts to channel as much of the debt 
as possible into the hands of individuals and other nonbank investors. 
As you know, one of the greatest threats to our economy at the pres- 
ent moment is mounting inflationary pressures. Increased incomes 
are being generated as the defense program gets under way. Yet 
many consumer goods are in shorter supply. Unless people are 
encouraged to place the highest portion possible of these increased 
incomes after taxes into savings, and to hold instead of cash their 
savings, the push on prices will continue. Certainly one of the most 
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effective ways our individual citizens can contribute to the stability 
of our Nation is not only to retain their savings bonds but to increase 
these investments at a time when much of our productivity must go 
for defense purposes. 


INCENTIVE TO HOLDERS TO RETAIN MATURING E BONDS 


It was with these considerations in mind that the Treasury recently 
announced plans to offer holders of maturing savings bonds a con- 
venient means of continuing their investment in these securities. 
Congress, as you know, provided enabling legislation. It is expected 
that, as a result of this program, many savings-bond owners who 
otherwise might have cashed E bonds which begin to mature in May 
of this year will now be encouraged to hold on to these securities. 
To encourage new savings, so vital at this time, the Treasury is 
beginning an immediate expansion in all its promotion activities for 
the sale of the United States savings bonds. 

Our savings-bond program has played, and will continue to play, 
a most important part in assuring the financial health of our Nation. 
Money saved during World War II assisted materially in holding 
down wartime inflationary pressures. And it was this financial reserve 
held by the public which eased to a large extent business reconversions 
in the postwar years. Just so, the money saved in today’s critical 
defense period will aid in directing us to sound peacetime prosperity 
after the present emergency is over. 

Senator HaypDEN. Might T inquire, Mr. Chairman? 

Senator Kiicore. C ertainly. 


BOND-SALES-PROMOTION COST 


Senator Haypren. What is the cost of promotional activities for 
the sale of United States Savings bonds? 

Mr. Parsons. The current year’s estimate is approximately 
$5,000,000 for administrative expense. 

Senator Haypren. That consists of radio programs? 

Mr. Parsons. Salaries, related expenses for personnel, minimum 
cost of production of motion-picture materials and radio programs, 
for example the cost of preparing the script, that aspect of it. The 
time, the advertising space, and all such items are contributed. 

Senator Haypen. You are satisfied that that sum of money is 
sufficient under these circumstances? 

Mr. Parsons. We are not, sir. We are reevaluating the program 
at this time, and we may have some further data to submit very 
shortly. 

Senator Haypen. I remember distinctly that an effort was made at 
one time to reduce that type of expenditure, which I thought was very 
ill-advised. Under any circumstances the amount of money devoted 
to that purpose should be adequate to accomplish the results. 


VOLUNTEER BOND SALESMEN 
Mr. Foury. I could not agree with you more, Senator Hayden. As 


you know, we have been able to call on voluntary effort. A lot of the 
personnel is voluntary throughout the States, and a lot of the help that 
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we get insofar as time, advertisements, and things of that character 
arefconcerned, comes from donations from corporations and banks and 
other financial institutions. We have tried to keep at a minimum our 
costs in connection with the promotion activities. I do agree with 
yout100 percent that it would be false economy not to have adequate 
funds with which to conduct an effective program. 

Senator Kincore. Mr. Foley, do you not think that the policy of 
guaranteeing payment in full has helped in the sale of these savings 
bonds? 

Mr. Fouey. Yes; I do, Mr. Chairman. 

Senator Kinteore, I think if that were ever abandoned it would be a 
catastrophe because I remember after World War I, when the bond 
market fell out from under the savings bonds, it went down as low as 
50 percent. I think that that one thing, that assurance, makes them 
so much more attractive. A good banker used to buy common 
stocks, and the poor man bought bonds. 

Senator HaypEen. I remember that I wanted to purchase a house 
after the First World War, and I sold bonds at $85. 

Senator Kincore. It was so bad that there was a general order 
issued forbidding any officer from buying a bond from a soldier. 

Mr. Foxiry. | heard of the difficulties that President Truman 
encountered when he came back from the war and wanted to buy a 
house and how much trouble it was to borrow money. 

The United States has met many tests during the period of its 
existence, but no previous problem can compare to the crucial test 
that faces us today. 


MOBILIZATION INCREASES TREASURY BURDEN 


And it follows that as in all vital elements of business and govern- 
mental activity, the service demands upon the Treasury Departme nt 
will be automatically increased. We have only to think back to our 
experience during World War II to recall how greatly a mobilization 
of our domestic resources increases the financial services which must 
be performed by the Treasury. During World War II, for example, 
the amount of currency in circulation increased fourfold, putting a 
tremendous additional burden on the offices of the Treasury which 
are charged with the responsibility for placing currency and coins in 
circulation and administering their use. Already, a similar trend is 
in evidence. 

To take one example: during the first 6 months of this fiscai year, 
the Mint has sent into circulation more than[double the number of 
coins delivered during the entire fiscal year 1950. Yet the increases 
in coins and currency needed to transact the Nation’s business are, 
of course, only a very small part of the added services which will be 
required of the Treasury as mobilization progresses, since only a small 
part of either Government or private business is conducted on a 
currency basis. The operations of the Treasurer’s office and the 
Treasury’s Bureau of Accounts—which among other services cover 
all Federal receipts into the Treasury, prepare checks issued by the 
Federal Government, and give a full accounting for public moneys, 
appropriations, and funds of the Government—are multiplied many 
times in a period of rapidly increasing Federal expenditures. Likewise, 
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the increasing size and importance of the Treasury’s debt management 
and borrowing programs bring greatly added burdens to the Bureau 
of the Public Debt. With respect to the Bureau of Internal Revenue, 
additional demands will have to be met in connection with the adminis- 
tration of new taxes and the processing of additional tax returns during 
a period when we are striving to increase the productiveness of our 
revenue system as rapidly as possible in line with increasing Federal 
costs. 


INCREASE IN COAST GUARD AND SECRET SERVICE ACTIVITIES 


In addition to the greater responsibilities which fall upon the 
Treasury’s financial service bureaus during a period of mobilization, 
there are added responsibilities in the nonfiscal area which must be 
undertaken by various bureaus of the Treasury Department. Among 
these are the added responsibilities of the Coast Guard, which must 
increase its strength to carry out its new duties of port security and 
which must build up a training force of Reservists who can be called 
upon in this emergency to augment the regular Coast Guard force. 
Very much heavier responsibilities also fall” upon the Secret Service 
and other Treasury enforcement agencies in carrying out new and 
enlarged activities related to the defense of our country. 


MANY FUNCTIONS NOT UNDER JURISDICTIONAL CONTROL OF TREASURY 


As you know, the majority of the appropriation estimates which the 
Treasury Department presents before this committee each year repre- 
sent appropriations for a wide variety of contractual obligations and 
other items over which the Department has no jurisdic tional control. 
These include such items as interest on the public debt, transfers to 
Government trust funds, and refunds of taxes and customs. 

However, in those areas in which the Secretary of the Treasury 
does have administrative control over appropriations—that is, in 
the service functions of our various bureaus—you may be sure that 
we shall take every measure to absorb, insofar as possible, the in- 
creased workloads necessitated by the defense effort. For it is my 
determination that the Treasury shall carry out its increased respon- 
sibilities in this defense emergency with the least possible service 
cost to the Government. 
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MANAGEMENT IMPROVEMENT 


Fortunately, we are better equipped today than ever before to 
meet the heavily increased demands of the defense emergency. For 
the past 4}; years we have carried on a management-improvement 
program in the Treasury to modernize our operations toward increased 
business efficiency and the reduction of operating costs wherever 
possible. And, during this period, approximately $60 million of 
definitely identifiable savings have been made. A major portion of 
these savings has been applied to the processing of increased work- 
loads and the strengthening of such activities as the front-line-enforce- 
ment efforts of the Bureau of Internal Revenue, thereby reducing the 
necessity for increased appropriations. 

We will, of course, continue our efforts to reduce costs where we 
can, to improve the efficiency of the Department, and to render better 
service to the public. Current activities and accomplishments which 
have been made in our various bureaus and offices under this manage- 
ment-improvement program will be discussed at greater length when 
I present, later in this report, the specific appropriation requests for 
our various service functions. 

Despite the fact that the Treasury Department is today better 
equipped to meet the great demands which are being placed upon it, 
nevertheless added defense-related activities will require some increase 
in appropriations, 


SERVICE DEMANDS TO INCREASE 


At the present time, there is no way to accurately measure the full 
impact of our mobilization program on the service facilities of the 
Treasury Department. While certain military and production goals 
have been announced, it will be some time before this increased de- 
fense activity will be reflected in increased service operations by the 
Treasury. We do know, however, that the service demands upon 
the Treasury will necessarily increase with the stepping up of our 
mobilization program. 

In preparing estimates for the fiscal year 1952, we have included 
only those amounts essential to carry out currently known demands 
upon Treasury facilities. As developments on the national and inter- 
national front necessitate further increases in these service facilities 
to effectively carry out an accelerated mobilization program, we shall, 
of course, have to return and ask for additional appropriations. 


OVER-ALL 1952 FUND REQUIREMENTS 


With your permission, I should like to insert in the record, at this 
point, a summary table showing our presently estimated requirements 
for 1952 as compared with actual appropriations for 1951. 

(The information is as follows:) 
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Summary of annual appropriations for Treasury Department for 1951 and estimated 
requirements for 1952 


{Millions of dollars] 


| | 
| Appropria- Estimate, | Increase (+) 


ic ¢ } Qn? | or 
tion, 1951 1952 | decrease (—) 


Description 





Regular annual appropriations for operating the Treasury: | 
1. Collecting the revenue: | | | 
Bureau of Internal Revenue___._- X Gish ataaiedel 246.8 | 255. 5 +8.7 
Bureau of Customs ae rae s iu 36.8 38.3 | +1.5 
2. Fiscal Service: | | 
Bureau of Accounts. cenchale: ci netwis diecast ac | 13.1 | 14. +1.0 
Bureau of the Public Debt- re 50.3 52.9 +2.7 
Office of the Treasurer, United States . 5.2 | 21.1 +15.9 
3. Coin and Currency | | 
Bureau of Engraving and Printing-- : : 21.1 3.8 —17.3 
Bureau of the Mint... _- 7 | 3.8 | 5.2 | +1.4 
4, Other Bureaus: | | 
U. 8, Coast Guard. ; 195, 1 | 197.3 +2.3 
Bureau of Narcotics ‘is ‘ rai 1.8 | 2.1 | +.3 
Secret Service Division ; 3.5 | lr a +.2 
5. Administrative Offices of the Secretary 2.9 272 —.2 
6. Subtotal, regular annual appropriations for 
operating the Treasury. bie Sec ie | 1 580.4 596.8 | +16.4 
Special] annual appropriations: | | 
1. Government losses in shipment. al a bicnusbavennal —.1 
2. Damage claims, judgments, and private relief acts... Me Tinenwens | —36.6 
3. Subtotal, special annual appropriations. - -_-. ° 36.7 . ; —36.7 
= — = = = =—— = oT 
Permanent appropriations: 
1. Interest on the public debt 5, 625.0 5, 800.0 | +175.0 
2. Public-debt retirements payable from ordinary receipts | | 
and other statutory retirement accounts 620.1 | 620.0 —.1 
3. Educational exchange fund, payments by Finland, | | | 
World War I debt .4 4) (2) 
4. Loans to railroads after termination of Federal control 5 | 5} (3) 
5. Replacement of personal property sold : oa a 
6. Interest on uninvested trust funds. 7.2 4.9 —2.3 
7. Refund of moneys erroneously received and covered._- 2.0 | 2.0 conchae 
8. Contingent expenses, public moneys : 5 | 5 (3) 
9. Refunds and drawbacks, customs... --_.---- ‘ | 16.0 BO heen httietaiie 
10. Refunding internal-revenue collections ident 2, 399.0 2, 768.0 | +369. 0 
11. Contributions for annuity benefits, Secret Se rvice___- Pe 1 
12. Subtotal, permanent appropriations_. 8, 670.9 9, 212. 4 +541.6 
Total, general and special accounts wielcadiated 9, 287.9 9, 809, 2 +521.3 
Trust accounts ‘ - j ; 4, 653.0 5, 619.0 +967. 0 
Grand total. _..._..--- : 13, 940. 9 15, 429. 1 +1, 488. 2 


1 Net of reductions in the amount of $1,730,500 required under sec. 1214 of the General Appropriation Act 
1951. 

2 Decrease less than $50,000. 

‘Increase less than $50,000, 


EXTRA-DAY LEAP YEAR COST AND PROMOTION PAY 


Senator HaypEn. About how much does that amount to? 

Mr. Foixy. The within-grade salary advancements authorized for 
our employees and the one extra working day in 1952? 

Senator Haypen. The clerk has supplied me with a table here 
showing the estimate of costs of one extra day’s pay and the amount 
requested for automatic promotions. The amount requested for pay 
in excess of 52-week base is $1,207,200. The amount requested for 
automatic promotion for the fiscal year 1952 is $3,170,184. 

Mr. Chairman, I would like to have this placed in the record. 

Senator KitGorr. Yes; we will place that in the record at this 
point. 

(The information is as follows:) 
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Statement of costs of 1 extra day’s pay and amount requested for automatic promotions, 
fiscal year 1952 


Amount requested for— 


Appropriation ce naee | Automatic 
Pay in excess 

ee ft “| promotions 

52-week Di ’ 

of 52-week fiscal year 





base 1952 

enciptiinnndganih — lepine —— _— 
Office of Secretary of the Treasury: Salaries and expenses- -.- pee. dus teas | $9, 385 $33, 017 
Bureau of Accounts: | | 

END GG INI icc catadddcssecdandccducbanknswceucceswse cade call 4, 000 12, 175 

Disbursement, Division of, salaries and e ata De eal 33, 224 110, 791 
Bureau of the P ublie Debt: Salaries and expenses aa aoe eS 71, 551 96, 239 
Office of the Treasurer: sals aries and expenses........_... = Abee hain 18, O89 | 60, 852 
Bureau of Customs: Salaries and expenses. -- ae intghnedon Sobcanans 132, 768 | 499, 465 
Bureau of Internal Re ‘venue: Salaries and expense Bacecs fares teh yee ea 849, 594 | 2, 314, 639 
Bureau of Narcotics: Salaries and expenses... bideké dee diah cakes baadawe 5, 500 16, 000 


Secret Service Division: 
Salaries and expenses. -- 2d hdc este Sed teins 8, 805 27, 006 
Salaries and expenses, guard force_. a siete nee , See’ 1,711 
Bureau of the Mint: Salaries and expenses. -.............-..--..-----.--.----] 16, 900 
Coast Guard: | 
Operating expenses Pcl cori aaron, cen satan tga ’ sar 27, 450 
Reserve training 


ee ee ea er a 360 

SE UES... loos ots wWatian GéewenvededeLGdbabewcsedacatsebadeds an 1, 179, 427 3, 170, 184 
Military: Operating expense s, NIN eo | 27,773 

SteR TN aa hk hie eisai ddestecesvnssWockinkks -" 1, 207, 200 1 3, 170, 184 


1 Excludes $100,000 requested to cover cost of wage board increases granted subsequent to submission of 
budget estimates. 


Senator SaLronstTaLu. Mr. Chairman, may I ask a question at this 
point? 
Senator Kingore. Yes. 


HOUSE ACTION 


Senator SALTONSTALL. Were you through, Senator Hayden? 

Senator Haypen. Yes. 

Senator SaALronsTaLut. What this amounts to is this, Mr. Foley, is 
it not, that the House permitted you an increase of $2,348,000 over 
your appropriation of a year ago. The automatic increases and this 
extra day amounts to $3,170, 184 and that means they have cut you in 
other places to a very small amount over what you might say is your 
automatic increases over which you have no control. Now my ques- 
tion is this: You asked to have put back everything that the House 
struck out with the exception of $5,000. Is it absolutely necessary? 
Put it this way: Is the House judgment so bad? 

Mr. Foury. Senator Saltonstall, I would like to answer it in this 
manner. 

Senator SALTonsTALL. I do not say that with any sarcasm. 

Mr. Fotry. | understand, Senator. We believe that the amount 
requested was justified, and we would want to give our reasons to this 
committee and rely on the judgment of this committee as to whether 
or not we have made out a proper case. 

Senator SALTONSTALL. I have sat on this committee for 3 or 4 years, 
and many times Mr. Wiggins used to accede and say, ‘““Maybe the 
House was right on that, and we will not ask for that.’’ That was 
always a very helpful point of view. Now the thing that struck me 
is that you gentlemen this year say, “No, the House is wrong in 
every instance except for $5,000.” 
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Mr. Fo.ey. We believe, Senator Saltonstall, that the budget that 
was submitted to the House by the Bureau of the Budget was a tight 
one, and it is necessary for us to have the amounts of money that were 
provided in the estimates that were submitted by the Budget in 
order to operate effici - ntly. 

Senator Kircorr. Go ahead, Mr. Foley. 

Mr. Fo.ry. As you will see from this table, the total estimates for 
the Treasury Department for the fiscal year 1952 amount to $15,429,- 
000,000. Most of this sum, as you are aware, represents appropria- 
tions for expenditures which are determined in amount by statutory 
and other obligations with respect to which the Treasury has no 
administrative control. For the fiscal year 1952, these items total 
$14,832,300,000—or about 96 percent of our total requirements. 
They include, as you will note, such substantial sums as interest on 
the public debt, $5,800,000,000; transfers to Government trust funds, 
$5,619,900,000; and refunds of taxes and customs amounting to 
$2,784,000,000. 

The appropriations over which I exercise direct administrative juris- 
diction are grouped in the first part of the table and amount, as you 
see, to $596,800,000. This sum represents an increase of only a little 
more than $16,000,000 over the appropriations for the fiscal year 1951. 
The major part of this increase is necessitated by additional workloads 
in collecting the revenue, processing the innumerable financial trans- 
actions of the Government, and carrying out increased port security 
activities and implementing the stre ngth of the Coast Guard. This 
increase also includes the additional cost to the Treasury of within- 
grade salary advancements authorized by law for Federal employees 
and pay for the one extra working day in 1952. 

I should like to take up separately the particular service activities 
of our various bureaus, and present a more detailed analysis of their 
individual appropriation needs. 


BureEAU OF INTERNAL REVENUE 
AMOUNT REQUESTED 


Nearly one-half of the regular annual appropriations requested for 
operating the Treasury during 1952, or $293,800,000, is needed to cover 
the cost of collecting the revenue. Of this amount, $255,500,000 is 
requested for the Bureau of Internal Revenue. 

The Bureau of Internal Revenue is the largest organizational unit 
of the Treasury Department, representing over 60 percent of our total 
employees. The Bureau is responsible for administering the tax laws, 
and collecting the revenues thereunder which provide our Govern- 
ment with its principal source of income. During the fiscal year ended 
last June, the Bureau collected about $39,000,000,000 and processed 
some 220,000,000 tax returns and directly related informational 
documents. It is a tremendous tribute to the cooperative spirit 
of the average American taxpayer, as well as to the Bureau staff, that 
this task was carried out by fewer than 56,000 Bureau employees. 

For the fiscal year 1952, the Bureau is requesting a total appro- 
priation of $255,500,000. This represents an increase of $8,680,000 
over the amount provided for 1951. 





TREASURY AND POST OFFICE APPROPRIATIONS, 1952 ll 
SOCIAL SECURITY ACT AMENDMENTS AFFECT BUREAU 


Obviously, defense mobilization with its attendant need for greater 
revenues directly affects the work of the Bureau. New tax legis- 
lation already enacted will mean a substantial increase in the total 
workload. Specifically, I have in mind the Social Security Act 
Amendments of 1950, the Revenue Act of 1950, and the new excess 
profits tax law. We appreciate the fact that the administrative aspects 
were not overlooked when these bills were being drafted, for the 
result is that many desirable simplifications will be possible in collee- 
tion and enforcement procedures. But inevitably, new taxes and 
more tax returns will entail additional work, and particularly so during 
their launching period. 

Virtually the entire increase in requested appropriations for the 
Bureau reflects the annualizing, or adjustment to a full-year basis, of 
the new positions and expenditures required to effectively ataats r 
the new tax provisions of the Social Security Act amendments of 1950. 
As you are aware, the Treasury appropriation bill, as reported by the 
House Committee on Appropriations and as passed by the House, cut 
the Bureau’s appropriation request in this regard by $3!5 million. 

Senator Ecron. What did they cut out when they did that? What 
was the reason? 

Mr. Foury. I have an explanation here, Senator Ecton, as I go 
along, and if I have not touched on the thing that you have in mind 
I will be glad to come back. 

Senator Ecron. All right. 

Mr. Foutry. Also, the committee report was critical of the Bureau’s 
method of adjusting to the cut made in its 1951 supplemental budget 
request for this purpose. 

As you know the Bureau submitted an estimate of $3,760,000 to 
cover the cost of administering the Social Security Act amendments 
during the latter part of the fiscal year 1951. The Congress reduced 
this estimate by $1,260,000, and approved a supplemental appropria- 
tion of $2,500,000. In the absence of any expression of specific 
congressional intent, the Commissioner sought to apply this redue- 
tion in such manner as to minimize its detrimental effects on the 
collection of the revenue. He elected to employ 2,503 persons for 
2 and 3 months at the close of the current fiscal year, rather than 
employing a lesser number of persons for periods of 3 and 5 months. 
Accordingly, the 2,503 pesitions were projec ted on a full annual basis 
into the 1952 appropriation base. The Commissioner’s action in this 
respect was approved by the Treasury Department and the Bureau of 
the Budget. 

ADDITIONAL PERSONNEL NEEDED 


It is our belief that the original estimate was correct as to the 
number of persons needed to give effective administration of the new 
Social Security Tax provisions. In other words, we still believe that 
approximately 2,500 persons are needed to do this job properly. If 
the appropriation cut should stand, it would mean that nearly 850 
less persons will be available for that purpose. It would follow that 
either the tax provisions of the Social Security Act amendments will 
be administered less fully and less effectively than is desirable; or 
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personnel must be transferred from other assignments—particularly 
from the enforcement area—in order to do this job. In view of these 
circumstances, | am very hopeful that this committee will act to re- 
store the full amount of $3,500,000 to the Bureau’s 1952 appropriation. 


ADDITIONAL ACCOUNTS 


Senator Kitcorre. Mr. Foley, do you have there the number of 
additional accounts that you have to handle under the new law as 
compared to the old law, the total number of additional accounts? 

Mr. Fo.try. We do not have that with us this morning, but we 
will be glad to insert those figures in the record. 

(The ‘information i is as follows:) 

The anticipated 8,000,000 additional returns will result in approximately 
2,000,000 additional accounts, 

Senator Kincore. All right. Is it not a fact that a great number 
of these additional accounts are in the very small categories such as 
domestic servants and things of that kind, which are really harder to 
administer than the regular employ ees who work, a large number of 
them, for large corporations who have their regular set-up, and who 
feed in the money automatically? 

Mr. Fotry. That is correct, Mr. Chairman. 

Senator SALTONSTALL. Mr. Chairman? 

Senator Kitcore. Yes. 


HOUSE COMMITTEE ACTION 


Senator SatronstaLu. Mr. Foley, would you comment briefly on 
this paragraph on page 9 of the House Committee report, and I quote 
as follows: 

The committee not only strongly disapproves of such a practice to avoid 

appropriation cuts made by Congress— 
that is with the idea of employing the full amount for 3 months rather 
than a partial amount for the 5 months. 
—but also questions seriously the need for any such increase in personnel when 
the Bureau is pepereny able to meet its already increasing work load under the 
Social Security Act amendments without filling any of the additional positions 
requested. 

In other words, the House says that in giving you the $2.5 million 
last year and which allows you to employ 850 less persons was a 
proper analysis of the problem, and that with those 850 less persons, if 
youemployed them for 5 months and kept them going, you could do 
the work without an increased amount of personnel. 

Mr. Fotry. We disagree with that, Senator Saltonstall, for the 
reasons that I just read in the prepared statement. We believe if the 
cut stands and we have to get along with 850 less people that the 
administration of the social-security amendments will be less effective 
or personnel will have to be taken from other areas such as enforce- 
ment, which we do not think would be wise. 

Senator SALTONSTALL. Then you disagree with the House com- 
mittee when it says that you are doing the job well now. They give 
you that much of a pat on the back. 
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Mr. Fouey. Well, as I understand it, Senator Saltonstall, the job 
is just beginning to accumulate in front of us; we are just getting the 
effect of it. 

Senator SatronstaLu. In other words, you flatly disagree with 
what the House says? 

Mr. Fotry. We accept the House compliment. 

Senator Kitgorr. Mr. Foley, one thing I wish you would do when 
you get your further justifications, get some figures on this point 
which seems to me is a rather difficult thing to administer under the 
new law. For instance, Mrs. A has a cleaning woman who works 
2 days a week, and under the law if her pay amounts to 24 days, 
I think it is in a quarter, and the pay is $50 or more, she must pay into 
the fund. Mrs. B employs the same woman two other days in the 
week, and Mrs. C two other days. So, on one account you have 
three people paying in. I thought that could be ex xplained as to the 
amount of difficulty involved there, and whether or not that did 
entail additional service charges in handling an aé¢count like that. 
I think it would be best when you get into that feature to have the 
people actually handling it explain. 

Mr. Fouery. I agree with you, Mr. Chairman, and | will alert the 
Commissioner to have his people ready to deal with that problem 
when they come here. 

Senator Kiteore. All right. 


ENFORCEMENT STAFF 


Mr. Fotrey. We are not, at this time, requesting funds for further 
expansion of the Bureau’s enforcement staff. Nevertheless, | should 
like to point out that there is no lessening in the size or seriousness 
of the enforcement problem. The course of events in the next few 
months will determine whether or not a request for further funds is 
necessary. We are now in the process of reviewing and reappraising 
our entire audit program. The audit control program—a system of 
sampling tax returns for determining characteristic errors—is yielding 
information of real value for this purpose. The results have enabled 
us to make constructive revisions in our procedures in an effort to 
obtain greater effectiveness in the enforcement program. 

In line with established policy, the economies resulting from the 
Bureau’s management-improvement program have been directed to- 
ward strengthening enforcement activities. This explains in part the 
reversal of the downward trend in the dollar volume of additional 
assessments. A year ago I invited your attention to the decline in 
additional assessments arising from audit and inv estigative work, and 
suggested that the primary causes of this decline reduced tax rates 
and drop in number of excess-profits-tax returns under investigation— 
would continue to be operative for several years. We anticipated 
that the additional assessments of all types of taxes during the fiscal 
year 1950 would amount to $1,600,000,000. Actually, however, the 
final figure for 1950 was $1,748,000,000. Thus, although this is 
$143, 000,000 under the additional assessment total for 1949, it is 
$148,000,000 above our estimate for 1950. Furthermore, additional 
tax assessed during the first 4 months of fiscal year 1951 totals 
$585,000,000, as compared with $541,000,000 during the corresponding 
period of 1950. Therefore it is apparent that the downward trend 
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has been reversed, despite the continuing presence of the factors that 
I have just mentioned. The explanation is to be found in the larger 
number of audits and investigations now being made, which of course 
is made possible by a larger staff of enforcement officers. 


MANAGEMENT IMPROVEMENT 


The benefits and economies achieved through the Bureau’s manage- 
ment improvement efforts have contributed a good deal toward our 
enforcement requirements. We have told you previously about these 
efforts to obtain greater operating economy and efficiency, so now I 
take pleasure in reporting to you that the anticipated benefits have 
matured into actual results of record. A year ago I estimated that 
the Bureau’s savings during 1950 would be about 1 ,000,000 man-hours. 
As it turned out, the actual sav ings exceeded this estimate. However, 
it would be overly optimistic during this period to anticipate that we 
would be able to report additional savings of such large volume in the 
immediate future. At the same time, we are confident that important 
economies may yet be realized, and there will be no lessening in our 
efforts to obtain such benefits. 

Our management improvement efforts have achieved results in 
many forms and directions—better organization and assignment of 
functions; better mechanical equipment for handling mass clerical-type 
operations; simplified work processes; and elimination of obsolete 
procedural requirements. Commissioner Schoeneman will be glad to 
give you a more detailed account of these developments, but [-would 
like to mention specific Bureau accomplishments which have par- 
ticularly impressed me. 

An important organizational revision was accomplished by the 
Commissioner’s delegation of certain authority to the two Assistant 
Commissioners, and the assignment to each of definite functional 
responsibilities. One Assistant Commissioner now exercises general 
super intendence over the technical functions, and the other Assistant 
Commissioner exercises gene ral super intendence over all operating 
activities of the Bureau. This has resulted in clearer lines of responsi- 
bility and more effective supervision through specialization at the 
top management level. 

A related step was the establishment of a budget review committee, 
headed by the Assistant Commissioner in Charge of Operations, to 
review and coordinate the budget estimates submitted by the heads 
= the several operating units of the Bureau. Benefits have been 

ealized by way of closer conformity to the requirements of the 
peidorsstielle e type budget, forward planning of work programs, and 
greater balance in the over-all pattern of Bureau activities. 

The third item is the progress being made toward the development 
and installation of a comprehensive system of cost reporting, with the 
resulting data broken down by activities, by specific operational steps 
and by offices. Cost reporting was carried on in 27 collectors’ offices 
on an experimental basis during 1950. With this experience as back- 
ground, the system was developed and refined sufficiently to warrant 
its installation in all collection districts beginning January 1 of this 
year. Continuing analysis will doubtless result in further revision and 
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simplification of the system. It is only a question of time, therefore, 
until a cost reporting system has been so perfected as to content and 
method of operation that it is suitable for installation on a Nation-wide 
basis in all offices of the Bureau, both departmental and field. Then, 
Bureau officials will be provided with accurate, detailed cost data that 
is much needed as a tool of management. 

I want to take up now the Bureau of Customs. 
Senator Kitcors. Are there any questions up to this point? 
All right, proceed, Mr. Foley. 


BurzrAv or Customs 
HOUSE ACTION 


Mr. Foiry. For the Bureau of Customs, the House has approved 
an appropriation of $36,825,000, a reduction of $1,475,000 below the 
amount of $38,300,000 requested for the fiscal year 1952 

Customs is the Federal Bureau charged with enforcing the provisions 
of the Tariff Act, guarding against the smuggling of narcotics and 
other contraband into the United States, and protecting American 
industry from unfair competition of foreign merchandise. It is also 
an important revenue-producing agency of the Treasury Department. 
Last year it collected over $400,000,000. This year it will probably 
collect over $600,000 ,000. 

| should like to emphasize, however, that Customs law-enforcement 
functions are not the functions that have the greatest impact on the 
American public having relations with Customs. More important to 
the general public is the service function that Customs perform for 
travelers, importers, airlines, steamship companies, and _ railroads. 
The volume of business Customs has to handle for these groups cannot 
be turned on and off at our discretion based on the number of em- 
ployees available to handle the work. The traveling public must 
be passed through Customs at a minimum of inconvenience. Im- 
porter’s goods must be promptly evaluated and duties assessed 
that he knows what his landed costs are. Customs must release 
and give clearance to common-carrier facilities so that equipment is 
not subject to expensive delays. These reasons are why it is so 
necessary that Customs have sufficient personnel to handle their 
greatly increased workload. 


PROTESTS OVER LACK OF CUSTOMS PERSONNEL 


Every major importing group in the country has protested to me 
and to the Congress concerning the inadequacy of Customs personnel. 
‘These complaints have not been directed at the way Customs attempts 
to perform its job, but all agree that Customs urgently needs more 
manpower. During recent months, the increased workload of 
Customs has been so great that serious and continuing delays to 
importers e resulted. Merchandise has accumulated on docks, 
piers, and in Customs offices. In some instances, serious losses to 
American ee de pas n and law suits have resulted. 


S1016 a | 
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INCREASE IN IMPORTS 


Senator Haypen. There is, I understand, a substantial increase in 
the total amount of imports, in value and in quantity. Am I correct 
about that? 

Mr. Fouery. That is correct, Senator Hayden. If you would like 
to have specific figures we should be glad to supply them. 

Senator Haypen. Well, the Bureau of Customs may do that at the 
proper time. 

Mr. Foury. Yes. 

Senator Haypen, | think that it would be highly important that 
that effect be fully developed. The reason for it, as I understand it, 
iS in One sense thai American money, the value of our money, compared 
with foreign currencies has so changed that it is advantageous now for 
our businessmen to import a greater quantity of goods? 

Mr. Fotry. I think that is a contributing factor, Senator Hayden. 
As I mentioned, we think that our customs receipts in the next fiscal 
year will be greater by about $200,000,000 than they have been in the 
past year. 

Senator Kingorr, Mr. Foley, in the House report there is a com- 
parison of the major workload items, a table, which shows 35. l-percent 
increase in number of formal entries for the first 6 months of 1950; 
14.5-percent increase on number of carriers and persons and merchan- 
dise entering the United States: 3.9 percent in persons entering the 
the United States; 39.4 percent in packages examined in the same 
period; and 32.1 percent in invoices processed. Is that correct? 

Mr. Foury. That is mv understanding. 

Senator Kilgore. Which does show Percentage-wise the increased 
workload over the preceding fiscal vear? 

Mr. Foury. That is right. 

Senator Ecron. Let me ask, Mr. Foley, were there not more em- 
ployees put on last year on account of the increased workload and 
Were they not taken care of in the supplemental? 

Mr. Forry. I was just about to cover that, Senator Eeton, |] think 
there was a supplemental appropriation last year to provide for 31] 
additional employees. 

Senator Ecron. The House allowed You an appropriation to cover 
that in their present recommendation, is that not correct? 

Mr. Fouey. I think that amount, that number, for which money 
was requested was reduced to 202. 

Senator Ecron, The House reduced it on the floor? 

Mr. Forey. That is correct. 

Shall I proceed, Mr. Chairman? 

Senator Kingore. Proceed, 

Mr. Fotrey. To meet this situation, as you know, a supplemental 
appropriation request for 31] additional employees was submitted to 
the Congress last December. In the Second Supplemental Appropria- 
tion Act the Congress recognized this need and on January 6, 1951, 
appropriated funds to finance 202 additional positions for the last 4 
months of this fiscal year. 

For 1952, we again requested the 109 hew positions disallowed by 
the Congress, but which I feel are so urgently needed. The House 
action not only eliminates any funds for the 109 new Positions re- 
quested, and not only disallows the 209 new positions recently 
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authorized by the Congress, but goes much further and will require an 
additional reduction of 117 below those numbers. In other words, 
total Customs staff would have to be 428 employees less than the 
President requested and 319 employees less than the presently 
authorized staff. 

As the Congress knows, this Bureau was one of the first bureaus in 
the Federal Government to undertake an all-out management- 
improvement program. Except for the simplifications, improvements, 
and increases in efficiency in this Bureau which this program produced, 
the present handling of customs business would be chaotic. However, 
the impact of increased workload has now reached the point where 
additional manpower is the only answer to the problem. 

Senator Ecron. These additional employees that were : allowed, are 
they actually hired, are they on the payroll now, Mr. Foley? 

Mr. Fotry. Many of them, Senator Ecton, are already on the 
payroll. But, as I pointed out, the cut that was imposed by the 
House, if it is permitted to stand, not only means that those new 
positions that were provided for only last December will be entirely 
eliminated, but that there will be about 119 additional persons affected 
in our permanent staff. 

Senator Ecron. I was getting at something else. 

Senator Kincore. You mean in your staff as of December? 

Mr. Foury. That is right. 

Senator Ecron. What is the difference between your present staff 
and your authorized staff? That is what I am trying to get at. In 
other words, your actual employees and the number that were 
authorized, but have not yet been employed? 

Mr. Fo.try. Let me see if 1 can get you that figure. I think, Sena- 
tor Ecton, we will have to ask the Commissioner of Customs to supply 
that figure when he appears here following our testimony. 

Senator HaypEN. You will alert him to do that? 


EFFECT OF HOUSE ACTION ON WASHINGTON OFFICE 


Mr. Fotey. We will alert him, Senator Hayden. 

At this point I should like to mention one phase of the House action 
which is particularly alarming. The House expressly directed that 
$111,500 of the total reduction be applied against the Bureau’s very 
limited Washington staff. The House committee indicated that in its 
opinion there is overstafling in the Washington office. Frankly, the 
extremely small size of the Customs staff in Washington has been of 
serious concern to me for a number of years. Quite opposed to any 
notion of overstafling, it is my strong opinion that more personnel are 
required both in the divisions which determine technical questions of 
classification, value, quotas, and so forth, and in the management staff. 
To decrease our management staff would only result in our being un- 
able to work out improvements in operations which are so vital to 
carrying increasing workloads at minimum cost. Further, defense 
planning and related activities require fast and coordinated action. 
lor example, an agreement has recently been worked out whereby 
Customs will analyze cargoes of rubber imported by the General 
Services Administration; another, whereby Customs will determine 
wool content on shipments purchased for stockpiling by the Army. 
Many other matters involving “classified” defense activities have and 
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will continue to arise. Washington staff must be available to handle 
these matters promptly. 

Senator SaLTonsTaLu. In other words, Mr. Foley, you say that 
business instead of decreasing in Washington due to these special 
agreements, has actually increased? 

Mr. Fo.try. That is right. 

Senator SALTONSTALL. So that if you had the same amount as last 
year you would still have an increased workload here in Washington? 

Mr. Fouirey. That is correct, Senator Saltonstall. 

Customs is a service and enforcement organization. Reductions 
such as are recommended by the House can result in nothing less 
than further serious disruptions of the services which Customs renders 
to the public. I strongly urge restoration of the full amounts dis- 
allowed by the House. 

Senator Haypren. Do these men actually bring in more money into 
the Treasury than would otherwise be obtained if you did not employ 
them? 

Mr. Foiny. Let me say it this way, Senator Hayden. 

Senator Haypen. From a dollars-and-cents point of view of a 
businessman who would employ somebody to work for him, in other 
words? 

Mr. Fotey. From the standpoint of the businessman, I would say 
that the inconvenience and the delay and the additional expense 
that he would be subject to because we would not perform the services 
that we Would like to perform, would result if these people are not 
kept on the rolls. 

Senator Haypren. That is not the question I asked. The point I 
am trying to get at is if you have an adequate enforcement of the 
customs laws, does it bring more money into the Treasury? In other 
words, the smuggling—is there an avoidance of paying what is due the 
United States? 

Mr. Fotry. Senator Hayden, to the extent that our enforcement 
staff would be curtailed the answer to your question is “‘ Yes,”’ because 
the fewer people we have to enforce compliance with our customs 
laws results in less return in revenue. 

Senator Haypen. That is to say, the smuggler, the cheater, if he 
figured, “I can get by with it because they are inadequately staffed,” 
will take a chance where he would not take it if he thought he was 
going to get caught? 

Mr. Foutey. | think that is correct, sir. 


EFFECT OF FREE ZONE PORTS ON NARCOTIC SMUGGLING 


Senator Kitcore. Another question on that line, or on that very 
point. We have these free ports now, one up in New York and one on 
the west coast? 

Mr. Foiny. Staten Island, sir. 

Senator Kingorr. Did they entail any additional expense, because 
Il understand material is landed at those ports duty-free and reshipped? 
Does that entail any additional expense for Customs? The reason | 
ask that question is that the California Crime Report shows the chief 
source of narcotics has shifted from the southwestern part of the 
United States near the Mexican border to the vicinity of the port of 
New York, and I have wondered what is the effect of that free port up 
there on the smuggling in of narcotics. 
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Mr. Forry. Mr. Chairman, when the Commissioner of Narcotics 
appeared before the Kefauver committee the other day, I remember 
he said that the movement of narcotics was still from west to east in 
the United States, which would seem, at least in his judgment, to refute 
what the California Crime Commission had said in that respect. Now 
insofar as the maintenance of these free trade zones goes, I believe that 
those costs are reimbursable to the Government. 

Senator Kitcore. They are reimbursable so that we get paid for 
them? 

Mr. Foury. Yes. 

Senator Kitcorsr. One other question. What effect will the cur- 
tailment of the Washington staff have upon the efficiency of the 
operation of your field offices? 

Mr. Fotey. We think to the extent that the Washington office 
will not be able to give advice and assistance and direction to the 
field offices that it will impair their efficiency. 

Senator Kincore. Of course, that is part of the answer to Senator 
Hayden’s question as to whether or not this Washington office was a 
revenue-producing office. 

Mr. Fouey. That is right. 

Senator Kitcorr. Of course, if it curtails the efficiency of the 
field offices where the revenue is collected, it would have an indirect 
effect on revenue collection, although not direct? 

Mr. Fouery. Indirect. 

Senator Kitcore. You think it would have an indirect effect in 
curtailing the efficiency of the field offices? 

Mr. Foury. Yes. 

Senator Kitcore. In what way? 

Mr. Fo.try. Both by slowing up operations and impairing the ef- 
fectiveness of our law-enforcement activities. 

Senator Kitcorr. Are there any other questions? 

Please proceed, Mr. Foley. 


CUSTOMS MANAGEMENT IMPROVEMENT 


Mr. Foury. With respect to the customs management improvement 
program, I am able to report that nearly all of the 180 recommenda- 
tions which grew out of the McKinsey & Co. report and other Bureau 
studies have been investigated and evaluated. Of the total, 85 percent 
have been accepted and over two-thirds of these recommendations 
are now in effect or pending legislative action. Of those not yet in 
effect, 22 recommendations involve legislative changes. Most of these 
have been’ incorporated into the customs simplification bill of 1950 
which was submitted to the Congress last May, which is still pending 
before the House Ways and Means Committee. Although the Con- 
gress has been unable to take action on this proposed bill, no doubt 
because of the urgency of the military situation, we sincerely hope that 
the proposal will ‘be passed in the near future. If the bill is enacted, 
the laws which have been an impediment to international trade will 
be greatly simplified, and the administration of the customs service 
will accordingly be less difficult. 

Commissioner Dow and members of his staff will, of course, be glad 
to discuss this appropriation request, and any other phases of the cus- 
toms picture in which you may be interested, to the extent that your 
time will permit. 
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Senator KitGorre. When he comes on, I would like very much if he 
will explain what, if any, will be the effect of H. R. 1535, particularly 
with reference to reduction of personnel. 


Mr. Foury. Yes. 
REVENUE FROM FREE PORTS 


Senator Ecron. The chairman mentioned these free ports. 1 
would like to ask if the Government derives any revenue from these 
so-called free ports. Is there any revenue coming into the Govern- 
ment from these ports? 

Mr. Fotey. Mr. Graham, can you answer that? 

Mr. Granam. I will hazard a guess on that without any specific 
figures before me. I believe we do get additional revenue because the 
object of the foreign trade zones is to bring business to the United 
States that would otherwise probably not come here. While it is not 
subject to duty when it goes in, it is withdrawn into the commerce of 
the United States, at which time the duty is paid. It is a delayed 
benefit, Senator, because it does not move immediately in the com- 
merce. It is delayed there but by increasing the international flow 
of traffic, we do get additional revenue. 

Senator Kiirgore. Pleace proceed, Mr. Foley. 

Mr. Fotry. I should now like to discuss the requested appropria- 
tion for the Treasury bureaus grouped under the “Fiscal service.” 
These three bureaus—the Bureau of Accounts, the Bureau of the 
Public Debt, and the Office of the Treasurer of the United States 
together with the Bureau of Engraving and Printing and the Bureau 
of the Mint, represent the major T reasury service organizations having 
only a limited amount of control over the volume of work to be 
performed. 





BurEAv oF ACCOUNTS 
AMOUNT REQUESTED 


With respect to the Bureau of Accounts, we are requesting an 
appropriation of $14,095,000 for the fiscal year 1952. Appropriations 
for this Bureau provide a variety of fiscal functions relating to the 
accounting and control of appropriations made by Congress for the 
various executive departments and agencies of the Government with 
the exception of the postal service. They further provide for the 
maintenance and operation of a Nation- wide field disbursing organi- 
zation, the preparation of financial statements and reports reflecting 
the fiscal transactions of the Government, the covering of receipts 
into the Treasury, the operation of the Government’s depositary 
system and the full accounting for all public moneys, appropriations, 
and funds of the Government. 

The operations of the Bureau of Accounts are conducted on a current 
day-to-day basis. For the fiscal year 1952, the volume of transactions 
is expected to exceed the 1950 figure, even though we are not now 
attempting to estimate the number of increased financial transactions 
which will result from the expansion of our defense mobilization pro- 
gram. The planning and operation of a program of this magnitude 
without impairment ‘to the public service is no smali task. 
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HOUSE COMMITTEE ACTION ON 1952 BUDGET 


The reductions made by the House in the appropriations for the 
Bureau of Accounts for the fiscal year 1952 below the amounts rec- 
ommended in the President’s budget for 1952, can have only serious 
consequences detrimental to the Government. As you know, the 
appropriation “Salaries and expenses, Division of Disbursement” was 
reduced $950 ,000— from $12,000,000 to $11,050,000—and the appro- 
priation “Salaries and expenses, Bureau of Accounts” was reduced 
$245,000—from $2 095,000 to $1,850,000. The Bureau of Accounts, 
the administrative expenses of which are paid from these two appro- 
priations, is a service organization for the entire Government with a 
variety of essential fiscal activities. As such, the volume of its work 
cannot be administratively controlled either by the Bureau or by the 
Treasury Department. 

For exumple, the Division of Disbursement, with but few exceptions, 
has the responsibility of making payment by check or cash based on 
vouchers covering obligations ineurred by all civil agencies in the 
executive branch of the Government. Where a proper voucher has 
been submitted, neither the Chief Disbursing Officer nor 8 regional 
disbursing officer can refuse to issue a check or otherwise make pay- 
ment. Prompt payment is important in all cases. Any lack of funds 
to cover the administrative expenses of the Division will cause delays 
or suspension of payments resulting in hardship for individuals. Such 
payments ultimately would have to be made at no savings of expense 
to the Government. Delays in paying Government contractors are 
not only reflected in increased cost in future bids from such contractors, 
but there is a serious danger of impairing the credit of the United States. 

Senator Haypen. I know that to be a fact. It was personally 
stated to me, “If I make any more bids, I am going to figure in the bid 
the time lag and get my money.” Thatis where the cost has increased. 

Mr. Fouey. I think both of us learned that lesson in the PWA 
program. 

Senator Kitcore. Is this Division of Disbursement the one that 
makes the tax refunds? The tax-refund question has considerably 
decreased; has it not? 


DISCUSSION OF TIME LAG 


Senator Ecron. What is the usual lag would you say, that you are 
behind all the time? I realize you have to be with the present amount 
of work that you have to handle with the vouchers and contracts and 
everything else. What is about the average length between the 
receiving of the voucher until you dispose of it? 

Mr. Foury. Mr. Bartelt is the fiscal assistant and this activity 
comes under him. 

Mr. Barter. As the Under Secretary stated, this is a class of work 
that must be kept current. The time varies, but, generally speaking, 
the Division of Disbursement tries to take advantage of all discounts 
and with respect to the periodic payments to cocial-security benefi- 
ciaries and veterans and payments of that kind, the work is done 
sufficiently in advance so that the checks are mailed in time for the 
recipient to receive them on the due date. 
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But with respect to other vouchers generally, it would be rather 
exceptional that there would be a delay of more than 2 or 3 days. 
We try to keep our work current on a day-to-day basis. 

Senator Ecron. I would say that is very good. 

Mr. Fotey. Thank you, sir. 


NUMBER OF PAYMENTS MADE BY DIVISION OF DISBURSEMENT 


The number of payments which the Division of Disbursement 
must make—which for 1952 is estimated at 202,351,000—depends 
entirely upon the volume of transactions of the agencies which it 
serves; and its estimates of volume are based upon the information 
received from such agencies and its experience in previous years. 
This Division will not be able to make the estimated number of 
payments for 1952 without restoration to the appropriation of the 
amount necessary to bring it to the $12,000,000 originally requested. 

The appropriation for “Salaries and expenses, ‘Bureau of Accounts,” 
covering administrative expenses of the Bureau, likewise is made for 
a variety of activities necessary to the fiscal operation of the Govern- 
ment, the volume of which carnot be administratively controlled. 


WITHHELD TAXES DEPOSITARY SYSTEM 


The largest single item in this particular appropriation is the amount 
of $936,500 for the supervision of the withheld taxes depositary system. 
This amount includes $863,000 to reimburse the Federal Reserve 
banks for their expenses in processing withheld taxes. Employers 
remit income and social-security taxes withheld from their employees’ 
wages to the Federal Reserve banks, either through designated 
depositary banks or directly. The Federal Reserve banks also act as 
agents for the Treasury in designating depositaries. These collections 
must be received and processed currently, 


FUNCTIONS OF BUREAU OF ACCOUNTS 


The Bureau of Accounts is required by law to keep the detailed 
accounts of the Government relating to all its receipts and expendi- 
tures and appropriations. The volume of this work depends entirely 
upon the number of the Government’s collections, appropriation trans- 
actions, and expenditures. Any delay in handling this work would 
also cause delay and impair the operation of other Government 
agencies. The Bureau also handles the details in connection with 
investment of trust funds; the processing of authorized claims under 
international agreements; the approval of surety bonds of certifying 
officers and certain performance bonds covering Government con- 
tracts; the designation of depositary banks and facilities to handle 
Government business, including the services performed for military 
and defense agencies. The accumulation of backlogs or failure to 
promptly handle these transactions would obviously ‘also have detri- 
mental effects upon the current clearance of the business of the 
Government agencies involved. 

It should be noted that the reimbursement to the Federal Reserve 
banks, together with other fixed or nonpersonal charges, amount to 
nearly 50 percent of the appropriation “Salaries and expenses, Bureau 
of Accounts.” 
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Senator Haypren. Does the Federal Reserve bank make any money 
out of you on that business? 

Mr. Fo.iey. They act as our agents. I would think they are not 
making any money on the work they do for us. 

Mr. Barrevr. I think that is definitely true. 

Senator SALTONSTALL. You get enough kicks so that the amounts 
you are allotting them seem to indicate they are not making too 
much money. 

HOUSE COMMITTEE REDUCTION 


Mr. Fotry. Yes. The greater part of the reduction proposed by 
the House of $245,000 could, therefore, be applied only to personal 
services, involving about a 20-percent reduction. If the Bureau 
should be forced to reduce its employees payable from this appro- 
priation from 231 to approximately 190, there is not the slightest 
doubt that backlogs in the foregoing work would build up that would 
severely hamper the operations of other Government agencies, and 
funds would eventually have to be provided to handle this work. 
It is, therefore, urged that this appropriation be restored to the 
original $2,095,000. 

At the hearings before your committee last year, I gave you a 
report on the joint improvement program of the General Accounting 
Office, Bureau of the Budget, and Treasury Department, in con- 
nection with the Government’s system of accounting and financial 
reporting. 


EFFECT OF BUDGET AND ACCOUNTING PROCEDURES ACT OF 1950 


Since then, further progress has been made. An outstanding 
development was the enactment, several months ago, of the Budget 
and Accounting Procedure Act of 1950. This legislation lays a solid 
foundation in law for carrying out the policies and objectives of the 
joint program to make the Government’s budgeting, accounting, 
financial reporting, and auditing more effective. Also of importance 
is the fact that this legislation provides certain flexibility that was 
urgently needed for putting into effect more economical and efficient 
procedures for obtaining maximum benefits from work going forward 
under the program. By way of illustration, the Comptroller General 
and myself, under authority of the new act, have issued our first 
joint regulation to simplify certain procedures of the existing warrant 
system. Under this regulation, all collections representing repay- 
ments to appropriations are deposited directly into the accounts of 
disbursing officers. It is no longer necessary to issue warrants to 
cover the repayments into the Treasury and then requisition them for 
advance to the disbursing officers. This has not only eliminated paper 
work in the several departments and agencies but also delay in making 
funds available for disbursement. Other changes in the warrant 
procedure, with a view to simplification, are in prospect but can be 
put into effect only when a careful determination has been made that 
accounting control will not be impaired or essential information lost. 

Shortly after the new act took effect, I issued a statement of policy 
concerning the manner in which the law was to be carried out as it 
affects the Treasury Department. I also made arrangements with 
the Comptroller General for the full collaboration of his office in 
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providing the Treasury Department with the strongest and most 
efficient system of accounting and internal control possible and the 
means of producing central “reports which will serve the practical 
needs of the Government. On the basis of this cooperative arrange- 
ment we now have projects under way with these objectives: (1) 
Appraising the accounting and financial reporting in the Treasury 
Department, both departmentally and from the standpoint of indi- 
vidual bureaus; (2) developing a comprehensive plan for whatever 
reorganization and improvements of accounting and financial report- 
ing appears necessary or desirable; and (3) putting the plan, in the 
ultimate form adopted, systematically into effect. In the joint pro- 
gram to eliminate duplication of accounting, the Comptroller General 
has already abolished the Accounting and Bookkeeping Division of 
the General Accounting Office, thereby eliminating certain account 
keeping and other activities which paralleled those of the Treasury 
Department. 
IMPROVEMENT IN ACCOUNTING 


Meanwhile, continued progress is being made on strengthening and 
improving the accounting in various bureaus of the Treasur vy Depart- 
ment, notably the U nited States Coast Guard, the Bureau of Engrav- 
ing and Printing, the Bureau of Internal Revenue, and the Bureau of 
Customs. As you know, legislation was obtained at the last session 
of Congress to enable the Bureau of Engraving and Printing, effective 
July 1, 1951, to use a business-type budget and revolving fund i 
financing its operations, together with an industrial system of account- 
ing and commercial-type audit. The new budget presentation and 
request for an appropriation to provide initial cash as working capital 
has been submitted to this committee. The new system of account- 
ing, however, has been designed and is being installed during the cur- 
rent fiscal year. 

During the past year special attention has been devoted to improv- 
ing budgeting, accounting, and reporting in the management of each 
bureau and from a departmental standpoint with respect to adminis- 
trative expenses of the Treasury Department. In that connection, 
regulations have been prepared, in compliance with section 1211 of the 
General Appropriation Act, 1951, establishing the policy and basic 
requirements for a system of administrative control over the expend- 
ing of appropriations and fixing responsibility for violations of the law 
in that respect. 

In addition to the work that is being done within the Treasury 
Department, the accounting staff of the Department has continued to 
participate actively with both the General Accounting Office and the 
Bureau of the Budget in work under the joint accounting program 
which has Government-wide implications. I will be glad to see that 
the committee, if it so desires, is furnished with more details of the 
joint program through a progress report which was prepared jointly 
by the staffs of the General Accounting Office, Treasury Department, 
and Bureau of the Budget. 
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BuREAU OF THE PuBLic Dest 


The second bureau included under the “Fiscal Service” is the Bureau 
of the Public Debt. This Bureau is charged wiht the issue and retire- 
ment of all publie-debt securities, with maintaining detailed accounts 
with respect thereto, and with the intermediate functioning of 
authorized transactions involving them. 


REQUEST FOR INCREASE IN APPROPRIATION 


For each of the past six successive fiscal years this Bureau has been 
able to show a reduction in its requests for funds. But, for the first 
time since the fiscal year 1945, and notwithstanding that ‘an estimated 
savings of approximately $ $540,000 will be realized from management 
improvements, an increase in the amount of $2,650,000 is requested 
for its operations during the fiscal year 1952. The increase in require- 
ments stems largely from increased activity by the Bureau in the 
issuance, servicing, and retirement of savings bonds. 

[ pointed out earlier in my statement the vital role of the savings 
bond program in the maintenance of the economic and financial welfare 
of our Nation. I mentioned that as a result we were initiating an 
accelerated promotional program to increase the new sale of these 
bonds. 

The over-all cost of promoting the savings-bond program will be 
held to a minimum, as in the past, because of the voluntarily con- 
tributed service in the national interest by management and labor, 
banks, agricultural organizations, schools, radio, television, press and 
other publicity media, civic organizations, and clubs, and other 
national, State and local leaders. 


QUESTION AS TO REDEMPTION OF SAVINGS BONDS 


This increased sales promotion, as well as currently increasing 
maturities of savings bonds, will add materially to the Bureau’s costs 
in the “Issuance, servicing, and retirement of savings bonds.”’ One 
of the objectives of the accelerated promotional campaign is to double 
the number of participants in the payroll savings plan during the 
current calendar year. It is only logical, therefore, to anticipate that 
total sales in fiscal 1952 will undoubtedly exceed the 68.2 million 
pieces estimated to be sold in fiscal 1951. Also, using the average 
monthly rate of redemptions since last July, the number of pieces 
estimated to be redeemed in fiscal 1952 will amount to close to 90 
million—a 10 million increase over fiseal 1951. 

Senator Ecron. Do you not believe that with the extension of 
maturity another 10 years that will substantially cut down the 
redemption rate from here on? 

Mr. Fotry. We hope, Senator Ecton, that people who have bonds 
that mature beginning in May and June will not present them for 
redemption but will take advantage of the extension law which has 
just been enacted. 

Senator Ecron. I believe they will. My question is: Will not this 
redemption rate drop off very materially on account of that? I 
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— you overestimated the number of pieces you are going to have 
to handle as far as redemption is concerned on account of the exten- 
sion. 

Mr. Fotey. We are constantly selling savings bonds through our 
payroll deduction plan and through the banks and other methods. I 
think it is more to those new sales that we are thinking insofar as 
any redemption here is concerned than we are to the great mass of 
people we hope will take advantage of the provisions of the Extension 
Act. 

Senator Ecron. What I have reference to is after Pearl Harbor, 10 
years ago this December, when your active program was inaugurated 
and that is when the millions and millions in this country began to 
purchase savings bonds. They purchased them month by month. 
This coming year they would reach maturity date and consequently 
they who purchased them could walk in and cash them or do something 
else with the money. By having this extension a lot of those people 
that have been able to let them ride for 10 years are going to continue 
to let them ride, I think. 

Mr. Foutxy. I hope so. 

Senator Ecron. That is why I asked you if you do not think your 
rate of redemption is going to be materially reduced over what you 
have anticipated when this was drawn up and when your estimate was 
submitted. 

Mr. Fo.tny. As you know, the bonds that are maturing this year 
are only a small part of the total amount of bonds outstanding. I 
think the estimates we have made here are proper and fair. 


NO RECORD REQUIRED UNDER EXTENSION ACT 


Senator HayprENn. Does any record have to be made of the accept- 
ance by the owner of a bond maturing in 10 years to indicate that he 
desires to continue to hold the bond? Is nothing more required 
than he just does not come around to get his money? 

Mr. Foutey. That is all. It is the simplest method we could 
devise. 

Senator Haypen. There is no additional record required to be kept 
by the Department? 

Mr. Foury. It is just as simple as we could make it, not only for 
ourselves but also for the person who holds the bond and wants to 
take advantage of the Extension Act. 

Senator Haypen. If he wants to exchange a bond bearing a lower 
rate of interest for a more limited time for a bond bearing a higher 
rate, then there is a financial transaction? 

Mr. Foury. That is true. 

Senator Ecton, Mr. Bartelt wants to direct himself to these esti- 
mates you are questioning. 


EXCHANGE OF SERIES E BONDS FOR SERIES G 


Mr. Barret. I just wanted to suggest, Senator Ecton, you might 
want to keep in mind under this Series E bond extension plan the 
Secretary is also making available an option whereby holders of 
maturing E bonds may exchange them for series G bonds. In other 
words, there will be certain individuals who will have reached an age 
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in life where they will prefer a current-income bond. The G bond is 
the current-income type of bond on which the Treasury pays interest 
every 6 months. One of the options the Secretary is making available 
under the new statute is to enable owners of maturing E bonds to 
exchange them for G bonds. ‘Therefore, we will have the expense of 
redeeming the E bonds in those cases and issuing new G bonds in 
exchange. 

Senator Ecron. There will be a certain percentage that will want 
to make that exchange. 

Senator Haypen. In other words, persons who arrive at my age 
do not think one kind of a trade is as good as another. 

Mr. Barre tr. As we get older we may prefer a current-income 
type of bond. 

Senator Kitcore. On this line, you have a table in the House 
hearings at page 307 that goes up to December 1950 which does show 
a definite drop-off there in December on sales as against redemptions. 
In other words, the first time that sales dropped under redemptions. 
I wonder if it would be possible before these hearings are over to 
bring that table up to the Ist of April for insertion in our record? 

Mr. Fotry. We will be glad to do that. 

(The table referred to is as follows:) 


United States Savings Bonds summary of sales and redemptions, Jan. 1—Mar. 31 
« . . , 


a ’ 
1951 
[In thousands of dollars} 
Total Jan. 
1-Mar. 31 January February March 
1951 
Sales 
Series E 895, 186 342, 529 272, 454 280), 203 
Series F 47, 793 18, 394 7, 327 12,072 
Series G 278, 131 114, 549 96, 603 66, 980 
l'otal sales 1, 221, 110 475, 472 386, 384 359, 255 
Redemptions and maturities 
Series E 1, 153, 472 448, 222 361, 968 343, 282 
Series F " 65, 245 19, 363 | 19, 571 26, 311 
Series G 202, 389 65, 500 61, 933 74, 955 
Series E, F, and G 1, 421, 106 533, 085 443, 472 444, 549 
Series A-D 319, 688 119, 895 S4, 668 115, 125 
Series A-G 1, 740, 794 652, GRO 528, 140 559, 674 
I xcess of sales 
Series E 258, 286 —105, 693 —89, 514 63, 079 
Series F 17, 452 968 —2, 244 —14, 240 
Series G 75, 743 40, 048 34, 670 7, 976 
Series E, F, and G : 199, 996 —57,614 —57, O88 ~85, 204 
Total A-G ; —519, 684 — 177, 508 —141, 757 — 200, 419 


NoOTE.—Sales are stated at issue price; redemptions at current redemption value. Figures are rounded 
to nearest thousand and will not necessarily add to totals. 


Mr. Fotny. Moreover, while many of the holders of series E savings 
bonds which start to mature in May of this year will undoubtedly take 
advantage of the extension plan to retain these securities and continue 
to draw interest on them, there will also be others who will want to 
exchange their holdings for the current income G bonds, and still 
others who will want to redeem their holdings for cash. The addi- 
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tional administrative costs in the refunding of maturing series E 
bonds will be reflected largely for the first time in the 1952 appro- 
priation. 

The cost of providing the securities, rendering services to the in- 
vestors, and retiring those submitted for payment falls, of course, 
upon the Bureau of the Public Debt. As you know, the House cut 
the Bureau’s appropriation by $3.9 million. The effects of the pro- 
posed reduction in appropriated funds for the fiscal year 1952 would 
have to be reflected primarily in the services rendered the investors 
by the Bureau, since the securities must be furnished to issuing agen- 
cies and the privilege of redemption cannot be abrogated. The pro- 
posed reduction would, therefore, result in insufficient personnel to 
render prompt services to which the investors are entitled. It would 
mean the development of arrearages requiring additional funds in 
future years to process, rather than keeping the program on a more 
proper current basis. Moreover, resultant delays in services to in- 
vestors might have serious repercussions on the credit standing of our 
Government. 

On the basis of current trends, there is no indication that the 
estimated workloads to be financed during the fiscal year 1952 are 
excessive. It seems to me to be extremely urgent, therefore, that the 
Bureau be given its full appropriation request in order to avoid the 
curtailment of necessary services to the public. 


OFFICE OF THE TREASURER OF THE UNITED STATES 


The last of the three bureau units grouped under “Fiscal service 
is the Office of the Treasurer of the United States. This office is 
the banking facility for the entire Federal establishment and, 
such, is strictly a service organization. 


SALARIES AND EXPENSES AND REIMBURSEMENTS FOR FISCAL 1952 


Estimated requirements under this appropriation for salaries and 
expenses for 1952 are $15,925,000 in excess of the funds available 
for the current year. However, $15,861,265 of this increase repre- 
sents funds necessary to reimburse the Bureau of Engraving and 
Printing for certain work and services, as contemplated under Public 
Law 656, Eighty-first Congress, heretofore financed from other appro- 
priations. Thus, the actual increase in requirements for services 
comparable to those currently being financed from this appropriation 
is but $63,735. 


NO INCREASE ANTICIPATED IN VOLUME OF CURRENCY CIRCULATION 


The amount requested to reimburse the Bureau of Engraving and 
Printing for completed currency will provide the very minimum of 
notes necessary to replace soiled and badly worn bills withdrawn from 
circulation and presented for retirement. No provision has been made 
for increasing the volume in circulation or the standard of fitness. In 
the fiscal year 1952, the volume of services required of the Treasurer’s 
Office will continue to increase. Additional funds will be needed to 
grant within-grade promotions required by law and for pay in excess 
of the 52-week base. In view of these factors, the request for only 
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$63,735 in excess of funds appropriated for the fiscal year 1951 is 
possible only because of the very real accomplishments of this Office 
in effecting economies. 


HOUSE COMMITTEE ACTION 


As you know, the 1952 appropriation for the ‘Salaries and expenses”’ 
of the Office of the Treasurer was reduced by the House by $600,000, 
and the appropriation for ‘Contingent expenses, public moneys’’ was 
reduced by $25,000. The House committee directed that the $600,000 
should not be applied against the amount necessary to reimburse the 
Bureau of Engraving and Printing for the printing and issuance of new 
currency. Thus this reduction would have to be taken in other 
operating costs of this office heretofore financed from the “Salaries 
and expenses’? appropriation. 

When I appeared before the House Subcommittee on Appropri- 
ations in early February, I pointed out that while the 1952 budgetary 
requirements for the Treasurer were determined on the best informa- 
tion and workload estimates then available, the changing international 
situation compelled the realization that this estimate might have to 
be revised upward at a later date. 

While the workload generally throughout the Treasurer’s Office has 
been consistently increasing since last fall, this office was just beginning 
to feel the effects of the defense effort upon its operatious early this 
vear. The volume of checks processed in January 1951 for the 
defense establishments alone increased 20 percent over the December 
volume. Receipts of currency for retirement reached an all-time high 
in January. 

In determining the possible effect financial and military mobilization 
may have upon this office, it would seem logical to consider employ- 
ment in that office over the period before and during World War II. 
The records show that the number of employecs on its payroll in- 
creased from 1,478 on June 30, 1941, to 3,138 on June 30, 1944. The 
1952 estimate provides for an average of 1,439 employees, or 5 less 
employees than provided for in the current fiscal year 


OPERATING COSTS OF TREASURER’S OFFICE 


Operating costs for the Office of the Treasurer projected at the 
February 1951 rate were approximately $5,055,000 annually. The 
1952 budget, as originally prepared, provided $5,238,735 for com- 
parable operations. To apply a $600,000 reduction against this 
figure would leave $4,638,735 or $416,265 below current operating 
costs, and considerably below actual expenses for both 1949 and 
1950. I feel it is therefore imperative that the full $600,000 reduction 
in this appropriation be restored. 

Senator SALTONSTALL. In other words, you say there would be an 
increase in workload due to the defense problems and you have to 
carry that increased load with the personnel below the 1950 and 1949 
expenses? 

Mr. Fouey. That is correct. 

Senator SALTonsTatu. Therefore, you feel what the House has 
done is utterly impractical? 
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REQUEST FOR PERMANENT INDEFINITE APPROPRIATION FOR CONTINGENT 
EXPENSES, PUBLIC MONEYS 


Mr. Foury. That is our judgment, sir. 

The appropriation bill as passed by the House also contemplates 
continuation of the appropriation, “Contingent expenses, public 
moneys,” as an annual appropriation rather than granting the Prési- 
dent’s request for a “permanent indefinite” designation, and reduces 
the amount of the appropr iation from $500,000 to $475,000. Wee still 
urge the granting of a ‘‘permanent indefinite’’ status to this appropria- 
tion since there is no practical method of determining the volume 
of services required under this activity or of forecasting changes in 
transportation or communication rates. In the event the request 
for permanent indefinite status is declined, I strongly urge that the 
amount of the proposed reduction be restored in full: particularly in 
view of the fact that should the Interstate Commerce Commission 
consent to the Post Office Department’s request for increased rates 
now pending, the Postmaster General would be enabled to institute 
new rates October 1, 1951, which would increase requirements of this 
office an estimated $60,000 over and above the $500,000 requested 
in the 1952 budget submission. 

Senator Ecron. Was this contingent fund exhausted last year, Mr. 
Foley? Was it all expended? 

Mr. Foutey. Was it exhausted last year, Mr. Bartelt? 


SHIPMENT OF UNFIT CURRENCY TO WASHINGTON 


Mr. Barrer. Yes, sir. It has been the experience that frequently 
we must come to Congress and ask for a supplemental appropriation 
because we have absolutely no administrative control over the ex- 
penditures. It covers largely the shipment of unfit currency to Wash- 
ington for redemption. 

Senator Ecron. Is that not a pretty good argument to keep this 
on an annual basis and keep track of it? > If you make it permanent 
and definite, eventually Congress might just forget about it. 

Mr. Barrett. The reason we want it to be indefinite is because we 
do not have any administrative control over it. It would, however, 
be reported in the budget as heretofore. 

Senator Ecron. You had $475,000 for the fiscal year 1951. Did you 
have to come in and ask for a supplemental on that? 

Mr. Barre t. I do not think we had to last year, but there have 
been times when it was necessary for the Treasury to hold up ship- 
ments of currency merely because we did not have an appropriation. 
We want to avoid that kind of a situation. 

Senator Haypren. I remember complaints of that kind being made 
sometime in the past; that currency was sent in to be redeemed and 
there was no money to ship the clean money back. I cannot see 
where it makes a bit of difference one way or the other in dollars and 
cents to the taxpayer which way you do it, because if you have not 
got the money to carry on this work, then you come to Congress and 
Congress unhesitatingly gives it to you. 

Mr. Barrer. That is correct. "There is absolutely no saving in 
permitting this currency to pile up. 


ps EN BS 


wae > 





lil 


Ww 


1 
' 





INT 


Les 


lie 


‘eg 

il] 
a- 
he 





TREASURY AND POST OFFICE APPROPRIATIONS, 1952 31 
CONTINGENT EXPENSES, PUBLIC MONEYS 


I do have conveniently available, Mr. Chairman, in case you would 
like to have it, the record with respect to the deficiency appropriations 
which had to be granted since 1942 

Senator Kitcore. I wish you would put that in the record. 

ar. Barreit. There are about five or six of them since 1942. 

(The document referred to is as follows:) 


CONTINGENT EXPENSES, PUBLIC MONEYS 


For the collection, safekeeping, transfer, and disbursement of the public money 
and securities of the United States. 


ESTIMATES APPROPRIATIONS 

1942 EB abe _ $200, 000 | 1942 ¥ 7 $200, 000 
Deficiency _- . Be 000 | Deficiency _- 150, 000 
1943__ . Ce 000 | 1943 300, 000 
Defy. (H. Doe. 62) 150, 000 | Deficiency (Ist, 43) . 150, 000 
1944 ; 350, 000 11944 350, 000 
Defy. (H. Doe. 558) 50, 000 | Defy. (2d, 1944). _- ‘ 50, 000 
1945 400, 000 | 1945 _ 400, 000 
Deficiency -- - 90, 000 | Deficiency 90, 000 
to ; 460, 000 | 1946 ._. 450, 000 
1947__ ssi awa a 426, 000 | 1947 __ eee $15, 000 
1948 . 100, O00 | 1948 : : ete 100, 000 
Transfer in 12, 000! Transfer in_- a ae 12, 000 
1949 100, 000 | 1949 _. 375, 000 
Supplemental 75, 000 | Supplemental_ _ i 2 75, 000 
1950__ 475, 000 | 1950 _.. 450, 000 
1951 500, 000} 1951 a _ 475, 000 
1952_- _ 500, 000) 


REPORT ON OVERSTAFFING 


Mr. Foury. Before leaving the Fiscal Service, I would like to call 
the committee’s attention to the report of the House Civil Service 
Subcommittee on Overstaffing. The committee report (No. 2457, 
pt. IIL) alleged, among other things, that the Fiscal Service could be 
reduced by approximately 1,500 employees. This charge was made 
without supporting state aa and the Treasury Departme nt reply 
clearly points out with substantiated data the inaccuracies of this 
and other statements in the subcommittee report. 


BurEAU OF ENGRAVING AND PRINTING 


Coin and currency: I come now to the appropriations for the two 
bureaus represented in the “coin and currency” operations of the 
Treasury—the Bureau of Engraving and Printing and the Bureau of 
the Mint—which are responsible for the manufacture of the Nation’s 
money. 

The Bureau of Engraving and Printing designs, engraves, and prints 
currency, bonds, certificates, stamps, and various other official docu- 
ments and forms for the United States Government. At present 
about two-thirds of the work is financed by annual appropriations 
made directly to the Bureau and one-third is financed by reimburse- 
ments. 

However, the enactment of Public Law 656 of August 4, 1950, pro- 
vides for a working capital fund method of financing the operations 
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of the Bureau, placing all operations on a completely reimbursable 
basis and providing for business-type accounting and budgetary pro- 
cedures, beginning July 1, 1951. The General Accounting Office, the 
Bureau of the Budget: and the Bureau of Accounts of the Treasury 
Department are currently assisting the Bureau in developing a system 
of accounting with features ge nerally applicable to manufacturing 
operations. 


HOUSE COMMITTEE CUT OF WORKING CAPITAL 


However, the appropriation bill as passed by the House has cut this 
working capital by $800,000. I should like to point out that if this 
reduction is allowed to stand, the Congress would not be saving the 
Government one penny in actual expenditures. The estimate of 
$3,800,000 was carefully made in the light of experience as to the 
amount of cash needed to temporarily finance payments until the 
money can be recovered through collections. The only effect of reduc- 
ing the level of working cash would be to run the serious danger of the 
Bureau being placed in the position of not being able to meet its pay- 
rolls and defaulting on the payment of its other current obligations. 


SUREAU OF THE MINT 


The principal functions of the Bureau of the Mint consists of the 
manufacture of domestic and foreign coins; the acquisition of gold and 
silver, payments for which are made on the basis of mint assays; the 
safeguarding of the Government’s holdings of the monetary metals, 
including coins in processing stages until finished and issued; the 
refining of gold and silver; the administration of regulations pertain- 
ing to gold and silver, including the issuance of licenses for the acquisi- 
tion, ownership, possession, use, and exportation of gold for industrial, 
professional, and artistic purposes; and the production of medals and 
other decorations. 


COINAGE FOR FOREIGN GOVERNMENTS 


Senator Haypen. I know the Government makes a handsome profit 
on the silver it buys in the market and turns into coins, but do you 
make any money on coinage for foreign governments? 

Mr. Fotry. No, Senator Hayden. We do that as a service in the 
building up of good will, and for that we charge only out-of-pocket 
expenses. 

Senator Haypen. But you suffer no loss? 

Mr. Fotxy. And we make no profit. That is correct. It is 
largely a good-will operation. 

Senator Haypen. Is it a substantial operation? Are you doing it 
for many countries? 

Mr. Foury. I do not think it is very substantial and certainly not 
so at the present time. We do it when we are requested by the State 
eee as a matter of international good will. We are very 

‘areful not to do it in those instances where it would compete unfairly 
with the bank note companies and some of the other private organiza- 
tions who otherwise could make a profit on the business. 

Senator Kitcorr. Mr. Foley, going back to that estimate of $3,- 
800,000, is it a fact that the General Accounting Office approved that 
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figure after conferences with you which had been reduced by the 
House? They approved the figure of $3,800,000? 

Mr. Jounson. There was no formal understanding, Mr. Chairman. 
However, the representatives of the General Accounting Office co- 
operated with respresentatives of the Treasury Department in de- 
veloping those requirements. However, there was no actual formal 
approval. 

Senator KiitGgore. In other words, it was jointly worked out and 
so far as that went, there was agreement upon the figures submitted? 

Mr. JouHnson. Yes, sir. 


PRODUCTION CAPACITY OF BUREAU OF THE MINT 


Mr. Fo.tey. We are requesting an appropriation of $5,190,000 to 
carry out the functions of the Bureau of the Mint in the fiscal year 
1952. 

It is estimated that the mint can produce 1,750,000,000 coins if the 
full amount requested for 1952 is granted. If the reduction of 
$890,000 made by the House is sustained, the mint’s coin production 
will be cut to 1,250,000,000 pieces. It is believed that on the basis of 
present conditions, and those foreseeable in the future, the latter 
number of coins will not be sufficient to meet the needs of the country 
for coins in 1952. It is, therefore, requested that the Senate restore 
the amount eliminated by the House. 

The request for funds for coinage must, of necessity, vary from vear 
to year insofar as the demand for coins changes from year to year. 
In 1945 the mint reached a peak in coin deliveries amounting to 
2,600,000,000 coins. This demand decreased in subsequent years 
until it reached the low ebb of slightly less than 500,000,000 coins in 
the fiseal year 1950. The mint reduced its coinage personnel and 
geare “l its coins we ac tivities to the reduced demand for coins. With 
the development of the Korean situation and the scare buying that 
followed, the demand for coins increased enormously. In the first 
6 months of the fiseal year 1951 the mint sent to the banking system 
1,050,000,000 coins, or more than twice the number delivered in the 
whole fiscal year 1950. This enormous delivery of coins was only 
made possible by diverting employees temporarily from other functions 
to the manufacture of coins; by using all work in process; and by using 
the inventory of finished coins amounting to 416,000,000 pieces at 
the beginning of the vear. 


SUPPLEMENTAL 1951 APPROPRIATION 


The mint entered the second half of the fiscal year 1951 with 
practically no inventories of finished coins or work in process. <A 
request for a supplemental appropriation for 1951, amounting to 
$330,000, of which $282,700 is for coinage, has been made, and if it is 
granted, the mint will enter the fiscal year 1952 with a relatively small 
inventory estimated to be less than 100,000,000 coins. If the supple- 
mental request is not granted, we do not believe we will be able to 
meet the orders from the banks for the remainder of the fiscal year 
1951. The demand in January and February of the present calendar 
year is exceedingly high—higher, in fact, than it has been in the 
past 5 years. Normally this is a period when coins come back to the 
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banks and the mint is not required to make deliveries. The defense 
program now under way has not reached the full spending stage, and 
it is believed that when it does, the demand for coin will continue at a 
very highrate. Taking the experience of World War Land World War 
II we believe that the mint’s request for $5,190,000 should be granted 
in its entirety. On the basis of the conditions that now prevail, and 
taking into consideration what is planned for the future, we believe 
that if the amount requested is not granted the mint will fall short of 
producing enough coins to meet the demand in 1952. 


REPLACEMENT OF METALLIC COINS 


Senator Kincore. On the actual metallic coins, they are retired 
also for replacement; are they not? If so, what is the rate? 

Mr. Fouey. They are retired for replacement. 

Senator KitGore. Not as fast as the paper money? 

Mr. Foury. That is right. However, the Director of the Mint the 
other day issued a call on the country to place back in circulation 
copper pennies. For some reason or other nfany of them have dis- 
appeared from circulation and the Director of the Mint appealed to 
children, school teachers, and parents to put back into circulation the 
copper coins that are being hoarded or being kept in coin boxes and 
banks. 

Senator Ecron. What has been the response on that? 

Mr. Foury. I think it is too early to tell how effective a response 
we have had to that request. 


Unrrep States Coast Guarp 
1952 BUDGET ESTIMATE 


United States Coast Guard: In regard to the Coast Guard, we are 
asking for an appropriation of $197,300,000. This appropriation will 
not only enable the Coast Guard to maintain its program at sub- 
stantially the same level as in 1950 and 1951, but will also provide 
for the new program of port security and the continuation of the 
Reserve training program initiated in the fiscal year 1951, 

As you know, the Coast Guard has undertaken the responsibility 
for port security, beginning on October 18, 1950. The development 
of the Coast Guard strength to carry out the new duties under this 
program is currently in progress. The building up of men and equip- 
ment will be substantially completed during the current fiscal year. 
The port-security program appears in this presentation of Coast 
Guard estimates for 1952 as a new and separate activity. 


1952 BUDGET FOR RESERVE-TRAINING PROGRAM 


The Reserve training program, initiated at the outset of the current 
fiscal year is, likewise, in its first stage—that is, the building up of a 
trained force of reservists who may be called in an emergency to 
augment the Regular Coast Guard force, primarily in connection 
with port-security activities. In presenting the estimates for 1952, 
we are asking for an appropriation for this purpose of $2,000,000, an 
increase of $1,000,000 over the amount appropriated for fiscal year 
1951. However, in the light of current international developments 
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affecting the security of the United States, this increased request will 
undoubtedly be insufficient to provide an appropriate nucleus of 
trained reservists on which an expanded program can be built in an 
emergency. 

AIRPLANE PROCUREMENT 


The estimates for replacement of Coast Guard aircraft for 1952 
contemplates the procurement of 12 planes to replace overage aircraft 
now in service which are unsafe for further use and must be withdrawn 
from operations. zB 


AMOUNT FOR ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


The Coast Guard’s request for $16,000,000, under its appropriation 
entitled “Acquisition, construction, and improvements,” has been re- 
duced $1,000,000 by the House bill. The reduction was recommended 
by the House Committee on Appropriations on the ground that some 
of the projects requested were for facilities considered to be essential 
only from the viewpoint of improving the comfort of personnel. I 
should like to point out that all projects included in this request 
contemplate only such establishment or improvement of facilities as 
are urgently required in the interest of operational effectiveness, and 
all pftojects are so justified. Facilities tending to increase personnel 
comfort are not contemplated in other than extremely minor degree 
incidental to provision of minimum adequate personnel accommoda- 
tions. It is therefore urged that the reduction in this appropriation 
be fully restored. 


MANAGEMENT IMPROVEMENT 


Before leaving the Coast Guard, I should like to mention that 
continued progress is here being made in the field of management 
improvement. lam pleased to state that the twin programs for the 
streamlining of Coast Guard accounting and supply systems have been 
advanced materially within the past year. It is expected that with 
the virtual completion of these two programs during the fiscal year 
1951, a permanent foundation will have been provided for future 
improvements. In this connection, I should also like to mention 
that two surveys have been completed by private. management firms. 
The first is a survey of industrial and management practices at the 
Coast Guard yard. The second is a job classification survey of 
typical Coast Guard units with the objective of developing standards 
and procedures for classifying military and civilian jobs and of 
making recommendations for application of work-measurement factors 
within the Coast Guard. These surveys are now under study, and the 
indications are that they will produce contributions of substantial 
value to the Service. 

Senator Kitcore. I hope when the Coast Guard comes in they will 
be able to answer some questions about the necessity for a Coast 
Guard yard to take care of that work. Also, I would like to find out 
the annual cost per man of your reservists and the annual cost per man 
of your active Coast Guard. 

Mr. Foutry. We will have both of those items for you when the 
Coast Guard comes before the committee. 
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Bureau or NARCOTICS 
1952 BUDGET ESTIMATE 


Bureau of Narcotics: The next request which I want to mention is 
the estimated appropriation of $2,100,000 for the Bureau of Narcotics 
in the fiscal year 1952. This sum represents an increase of $255,000 
over the amount available for the present fiscal year and is being re- 
quested for the specific purposes of employing 30 additional enforce- 
ment agents and 14 clerks and for the payment of the necessary oper- 
ating expenses for the additional officers. 


NUMBER OF AGENTS 


At its present strength of 188 agents, the field force of the Bureau 
of Narcotics remains about 25 percent below the level at which this 
force was maintained during the several years preceding World War 
Il. The illicit narcotic traffic is as widespread now as it was then, in 
fact, it is steadily growing worse. 

Heroin, the principal drug in the illicit traffic, has appeared in every 
State in the Union in increasing quantities. The increased purity of 
the heroin now being encountered and the declining prices at which it 
is being offered show that the Bureau of Narcotics is unable, with its 
present number of agents, to cope with this illicit traffic—this, not- 
withstanding the fact that approximately 1,100 more arrests for viola- 
tions of the Federal narcotic laws were made during the fiscal year 
1950 than in the preceding vear. 


SPREAD OF DRUG ADDICTION 


The Public Health Service Hospital for addicts at Lexington, Ky., 
is overcrowded. A report recently submitted by the hospital’s med- 
ical officer in charge reveals that the median age of patients in this 
institution decreased from a 31-to-40 group to a 21-to-30 group 
between the first 6 months of 1946 and the first 6 months of 1950. 
This alarming tendency toward earlier drug addiction is also apparent 
in the increasing number of “teen-age” boys and girls who are being 
apprehe nded, some of them in the draft-age category. 

There is a growing concern on the part of the public with regard 
to the spreading of drug addiction. Civic organizations throughout 
the country are increasingly demanding corrective action. 

The mobilization program is bringing additional and special de- 
mands from the military authorities for assistance in coping with 
narcotic problems that are associated with the drafting of addicts 
and with the elimination of the illicit narcotic traffic in and around 
military reservations. These requests place an additional burden on 
the Bureau of Narcotics which it must assume despite the fact that 
there is increasing activity in every other line of narcotic enforcement 
work. 

HOUSE COMMITTEE ACTION 


The House committee in its report on this appropriation stated, 
“The committee has approved the 30 additional officers requested in 
order to enable the Bureau to cope with the increase in the illicit 
narcotic traffic.”” However, the committee recommended a reduction 
of $75,000 in the Bureau’s appropriation for 1952, which reduction 
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was later approved by the House. Such a reduction would not per- 
mit the employment of 30 additional agents but would result in reduc- 
ing the number to 20 agents. In my judgment such a reduction would 
be disastrous to the Bureau’s efforts to cope with the ever increasing 
drug menace. 

ADDITIONAL AGENTS REQUESTED 


The appropriation of additional funds for the coming fiscal year for 
the employment of 30 additional enforcement agents and 14 clerks 
and the payment of related expenses, including the purchase of nar- 
cotic drugs as evidence, is in my opinion the most effective and econom- 
ical method of preventing the illicit traffic in narcotics from getting 
entirely out of hand. 


SECRET SERVICE DIVISION 
1952 BUDGET ESTIMATE 


Secret Service Division: For the Secret Service Division, we are 
requesting an appropriation of $3,700,000, an increase of $200,000 over 
the 1951 appropriation. The Secret Service Division, as you know, 
has three major responsibilities. The first of these is the protection 
of the President of the United States and his family. Second, there 
is the suppression of counterfeiting, and third, the investigation of 
forgery of Government checks, bonds, and other obligations. In 
addition, the Secret Service is charged with the investigation of numer- 
ous other criminal and noncriminal matters relating to the Treasury 
Department. 

PROTECTION OF PRESIDENT 


The critical situation which we face today has greatly increased the 
responsibility of the Secret Service in guarding the President. The 
Nation was deeply shocked by the rece ently attempted assassination 
of the President by members of a radical revolutionary movement. 
While the fanatical attack was defe: baer by the alertness of the Secret 
Service Agents and the White House Police, the urgency of strength- 
ening the forces assigned to the protection of the President has been 
clearly demonstrated. As it is apparent that we must prepare for a 
long period of stress and a violent ideological conflict with the coinci- 
dent dangers to the safety of the President, we are asking for funds to 
maintain the present augmented forces of the Secret Service and 
White House Police assigned to protecting the President. 


BACKLOG DUE TO SHORTAGE OF PERSONNEL 


It has been increasingly difficult for the Secret Service to meet its 
law-enforcement responsibilities relating to counterfeiting and forgery 
with the presently available personnel. The huge backlog of cases 
awaiting investigation is equal to approxim: ately 90 cases for each 
investigator. This case-load average is several times the size it a 1 
be for an enforcement agency to be able to function with full effec- 
tiveness. Furthermore, new cases are being received at the rate of 
approximately 4,000 per month. This rate will probably increase as 
more checks are issued for allotments by servicemen and for other 
purposes. The shortage of investigators, now as in the past, is being 
partly compensated for by thousands of hours of overtime work 
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performed voluntarily and without compensation, plus forfeiture of 
leave. However, we do not see how this condition can long continue 
without impairment to the interests of the Government in stamping 
out crime forcefully and at its inception. 

It should also be emphasized that Presidential protection and 
enforcement activities of the Secret Service are closely integrated 
functions. The enforcement agents conduct investigations which 
bear directly upon the safety of the President, and they are also 
used to augment the protective force used when the President is 
away from his residence or office. The activities relating to the 
safety of the President must obviously take precedence over general 
enforcement work and make even more significant the need for 
sufficient force of investigators to discharge their multiple duties. 


REDUCTIONS BY HOUSE COMMITTEE ACTION 


As you are aware, the House bill reduces the appropriation for 
‘Salaries and expenses, Secret Service’? by $125,000, and the appro- 
priation for “Salaries and expenses, Guard Force’’ by $50,000. The 
$125,000 reduction would necessitate the exclusion of the 25 agent 
positions requested in the estimate, with related expenses as well as 
the new equipment included for the expansion of the communication 
system. The elimination of these agents and equipment will greatly 
handicap this Service in its vigorous drive on counterfeiting activity 
and its effort to reduce the backlog of other cases, principally check 
and bond cases. The House reduction of $50,000 in the Guard Force 
would necessitate the et ‘lusion of 20 positions or 15 percent of the 
entire force provided by direct appropriation. This reduction will 

result in the elimination of the entire protection provided for the 
buildings housing the Bureau of the Public Debt in Chicago, or as an 
alternative, the reduction of approximately one-sixth of the force 
located in Washington, including the armored truck unit which trans- 
ports and protects in transit all Treasury money and securities in- 
cluding cash payrolls in the District of ( ‘olumbia and vicinity, 

In view of the increased Presidential protective responsibilities, 
the large number of counterfeiting and forgery cases on hand and 
being received, and the necessity of adequately safeguarding the 
buildings housing Treasury Department activities and securities, I 
feel the funds re quested for the fiscal vear 1952 represent the mini- 
mum necessary for the proper operation of the Secret Service Division. 


ARMORED TRUCK UNITS 


Senator Kiicore. In regard to the armored truck unit, those are 
public payrolls? You do not handle private payrolls? 

Mr. Fotry. That is right. It is necessary in some of our opera- 
tions to provide cash for our own payroll purposes. 

Senator Kircore. | wanted the record to be clear there. 


ADMINISTRATIVE OFFICE OF THE SECRETARY 
1952 BUDGET ESTIMATE 


Mr. Foutry. The last specific request which I should like to discuss 
with vou is the estimated expenditure of $2,684,000 for the fiscal year 
1952 for the Administrative Offices of the Secretary. The estimate 
for fiscal year 1952 represents a consolidation of funds heretofore 
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provided under the following separate appropriation headings: 
(1) Salaries, Office of Secretary of the Treasury; (2) health service 
programs, Treasury Department; (3) salaries, Office of General 
Counsel; (4) salaries, Office of Administrative Services; (5) miscel- 
laneous expenses, Treasury Department. 

This consolidation will eliminate the smaller separate appropri- 
ations and will provide in one appropriation the required funds for the 
operation of the closely associated staff offices and activities of the 
various organizational units within the Office of the Secretary. The 
sum requested for my administrative offices is essential to the ef- 
fective operation of the Treasury Department. 


HOUSE COMMITTEE CUT 


The House cut this appropriation by $284,000. I should like to 
discuss the effect of such a drastic reduction. First, it would not be 
possible to apply any of this reduction to the funds allocated for the 
operation and maintenance of the Treasury Building and Annex, or for 
central administrative services, because of the increased basic costs of 
supplies and materials, utilities, communications, printing, and other 
service facilities provided by this Office. In fact, since the preparation 
of our estimates these costs have increased to such an extent it will 
be necessary to reduce the amount and type of service provided in 
order to operate within the limits of the funds earmarked for such 
expenditures in the budget estimate. Therefore, the reduction 
would have to be applied to personnel services, and this would decrease 
the number of employees by approximately 68 average positions. 


RESTORATION REQUESTED 


Such a reduction would seriously handicap me in carrying out my 
responsibilities as it would result in the elimination of a number of 
the specially trained and experienced key personnel required to assist 
me in the formulation of tax and fiseal policies and in the management 
of the diversified programs of the Department. At the present time 
the organizational units within my office are operating with minimum 
staffs and many of the employees are performing many hours of over- 
time in order to meet the demands placed on them. In view of these 
circumstances, I respectfully request that the full amount of $284,000 
be restored to this appropriation for 1952 

This completes, ge ntlemen, the Treasury’s requests for appropria- 
tions for the fiscal year 1952. I have endeavored to present the best 
estimate of the Department’s appropriation requirements at this 
time. As I have pointed out several times, the service demands upon 
the Treasury will without doubt materially increase as the defense 
mobilization—financial as well as military—gets more fully under 
way. You have my assurance, however, that this Department will 
continue to devote its every effort toward giving maximum service at 
the least possible cost to the Government. 


COMPARATIVE BUDGET AND APPROPRIATION STATEMENT 


I would like to insert at this point this table entitled “Comparative 
statement of appropriations for 1951 and estimates and amounts 
recommended in House bill for 1952.” 

(The table referred to is as follows:) 
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Senator Kincore. Are there any other questions? 
Senator Haypen. I have no questions. 


PAY OF BUILDING GUARDS 


Senator Ecron. If you will turn back to page 42, I will ask you 
how did you explain the statement of the House deduction of $50,000 
in the guard force would necessitate the exclusion of 20 positions? 
That would not take care of 20 positions; would it? 

Mr. Fotey. That would be $2,500 apiece. 

Senator Ecron. That is a little low, it seems to me. 

Mr. Parsons. That is the average salary rate of a working guard. 

Senator Ecron. For a guard you put over the President? 

Mr. Parsons. There are building guards. This is not the White 
House Police. 

Mr. Fotey. They have a higher scale. These are just the ordinary 
building guards. 


QUESTION AS TO PAY OF GUARDS DRAWING PENSIONS 


Senator Haypen. In the case of those building guards, is a retired 
soldier or one who is drawing a pension who is still a faithful employee 
and has a good military record and is employed by vou able to draw 
the other pay along with vour pay? 

Mr. Fo.ey. That is a good question. Do you know the answer to 
that, Mr. Johnson? 

Senator Haypen. | do know a good many of these guards were 
sergeants in the service and they are recognized as responsible and 
faithful men. I did not know that any pay they might be attaining by 
reason of their retirement from the Government would be deducted 
from their salary. 

Senator Kitcore. If the pay does not exceed $2,500, the person 
does not forfeit his pension rights. If it exceeds $2,500, the pension 
rights are forfeited. 

Mr. Jounson. I will provide the answer to that. I do not know 
it now. 

(The information referred to is as follows:) 

The following decisions rendered by the Comptroller General are specific with 
respect to the right of a retired soldier to draw a salary for civilian employment in 
addition to pension: 

ENLISTED MEN 

Retired enlisted men are expressly exempt from restrictions of dual compensation 
and employment statutes, and may receive compensation attached to civilian em- 
plovment and continue to receive retired pay (Comp. Gen. 25:521 


WARRANT OFFICERS 


Concurrent payment of retired pay and civilian compensation to retired Army 
warrant officer who had been retired from Army on account of age is not in contra 
vention of Dual Compensation Act of 1916, even though combined amount of his 


retired pay and civilian compensation exceeds limitation of act; nor is such pay- 


ment in contravention of section 212 of Kconomy Aet, since he was not retired on 
account of commissioner 1 service (Comp. Gen. 21:38 

Since re dd warrant officer may not be regarded as receiving retired pav “for or 
on account of services as a commissioned officer’ within meaning of dual compensa- 
tion stahens of section 212, act of June 30, 1932. such officer mav be emploved 
in civilian position and accept compensation attached thereto while in receipt of 
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his retired pay, provided retired pay and such compensation each is less than $2,500 
per annum maximum contained in dual employment statute of July 31, 1894, as 
amended (Comp. Gen. 25:521). 
OFFICERS IN GENERAL 

While retired Army officer who receives retired pay of less than $2,500 per 
annum is not prohibited by act of July 31, 1894, as amended, from receiving less 
than $2,500 per annum in Government civilian position, under section 212, act of 
June 30, 1932, combined rate of civilian compensation and retired pay may not 
exceed $3,000 per annum, and, in event combined rate exceeds such limitation, it 
is required that civilian compensation be paid in full and that deductions neces- 
sary to bring combined rate within limitation be made from retired pay (Comp, 
Gen, 21:1129). 

Senator Kitcorr. We will resume again at 10 o’clock tomorrow 
morning. We will have the Internal Revenue Bureau here then. 

Mr. Fotry. We will have the Commissioner and his people down 
here at 10 o’clock. 

(Whereupon, at 12:20 p. m., Wednesday, April 4, 1951, the sub- 
committee recessed, to reconvene at 10 a. m. Thursday, April 5, 1951.) 





